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Recession Policy 


: is now generally admitted that the economic tide in the world has 

turned. Nothing very alarming or sensational has happened; there 
have been no crashes or crises on the 1929 model; the effective demand 
for things in general throughout the world is probably still in excess of 
the supply. But demand is falling off rapidly; markets which could be 
Statistically demonstrated to be in an impregnable position only a few 
months ago are now weakening; and everywhere there is a new feeling 
in the air. At length and at last, the war, in its economic manifestations, 
is coming to an end, and the return of peacetime normality—or at least 
of some colourable imitation of it—can be confidently expected. 

The world economy in these days is entirely dominated by that of the 
United States, and it is in America that the evidences of the turn in the 
tide can be most clearly seen. The movement is not yet of large dimen- 
sions, nor has it carried the American economy below a level of prosperity 
that would be without any historical precedent if it were not for the still 
higher figures reached in the second half of last year; the index of pro- 
duction has fallen by 16 points, but it still stands 79 per cent above 
the level of 1935-39. Nevertheless, the downward movement has con- 
tinued too long to be dismissed as a mere wobble in the upward curve. 
It has gone on long enough to be acquiring a momentum of its own, and 
though Americans of all political beliefs are agreed that it is the duty of 
the Government to stop a depression, there is all too much reason to 
doubt, as one of our American collaborators pointed out three weeks ago, 
whether the various schools of thought will be able to agree on action 
that will be large enough and prompt enough to be effective. 

So far as this country is concerned, it is important to realise that nothing 
very frightening is in prospect. If there is a trade recession throughout 
the world, however mild, it is bound to affect British trade. Not all the 
effects, however, will be bad. Any shift in bargaining strength from 
primary producers to industrial producers is sure to redound to some 
degree to Britain’s advantage—however stubbornly the Government 
defers the advantages by clinging to techniques of political bulk buying. 
To offset this, however, there will inevitably be increased difficulties in 
selling British exports, leading to some unemployment in the export 
trades. Whether Britain gains or loses vis-a-vis other countries depends 
upon a complex of factors. At home, though it would be too much to 
hope that economic psychology would not be affected at all by the altered 
barometric pressure outside, there is no present reason to expect any 
catastrophic falling off in general demand or in the activity of business. 
A prudent basis for calculation would seem to be that there will be some 
reappearance of unemployment, but that it will not exceed the dimen- 
sions that have in the past been regarded as normal. 

Normality itself, however, will seem very abnormal after nearly ten 
years of overfull employment. When Lord Beveridge, in his book on 
“ Full Employment in a Free Society ” defined the “ average unemploy- 
ment rate of the future under conditions of full employment ” at 3 per cent 
of the working population, he was quite widely criticised for putting the 
figure lower than could be justified by past experience. Indeed, he 
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himself pointed out that 5 per cent was the lowest figure for 
which there was any past warrant and his further reduction to 
3 per cent was postulated on a number of conditions, relating 
to the mobility of labour and the stabilisation of international 
trade, which have certainly not yet been attained. Yet even 
3 per cent of the persons now insured against unemployment 
would amount to 630,000 unemployed persons, and § per cent 
to 1,050,000. In his capacity as Chairman of the Unemployment 
Insurance Statutory Committee, Lord Beveridge used to calcu- 
late on 7 per cent, and the view that this is the only realistically 
and experimentally based definition of normality can be 
defended. But 7 per cent of unemployment would mean a 


register of 1,470,000. 
* 


To politicians seeking re-election any such figures as these 
are terrifying, heretical, immoral, unthinkable. This journal 
is in the fortunate position of not having to stand upon the 
hustings, and it therefore requires no courage to record the 
belief that a moderate degree of unemployment would do a 
great deal of good—on the two conditions (which will be 
ignored by all those who will scream at such a statement) that 
it does not exceed § to 7 per cent of the insured population and 
that the total does not contain many pockets of heavy or 
long-continued unemployment. The main reason for this 
belief is that a reduction in British costs of production is abso- 
lutely essential if the country is to be able to buy enough food 
and raw materials to live and work. Devaluation of sterling, 
whether or not it assisted British exports to dollar markets, 
would do nothing to improve Britain’s competitive position in 
other markets. It is to be hoped that it will not be necessary 
to press for reductions in rates of wages. But that can be 
avoided only if both sides of industry once more acquire the 
habit of giving value for the money they receive. After 
observing the results of moral objurgations in the past four 
years, one can only despair of the restoration of such a sense of 
values without the external compulsion of a certain degree of 
difficulty in holding a job or maintaining a rate of profit. 

It has always been recognised that a state of full employment 
will lead only to woe if it is not accompanied by a much greater 
sense of responsibility on the part of the trade unions—and 
also, to be fair, of the trade associations. Yet if one judges not 
by the words uttered by the leaders but by the actions of their 
followers, it is impossible to believe that any progress has been 
made in cultivating this sense of responsibility. In conditions 
of overfull employment, labour costs are steadily pushed up- 
wards. And since this means ruin for the country, the reason- 
able man cannot simply stand aside and hope for the continu- 
ance of present conditions. If he can reason straight, he must 
hope for the creation of conditions in which labour costs can at 
least be stabilised and if possible reduced. It is now abundantly 
clear that those conditions will not arise out of good will for a 
Labour Government or desire to serve the community or the 
perusal of White Papers. They require the existence of some 
degree—one must still hope that a mild degree would be 
enough—of external pressure on the labour market. As The 
Economist has said more than once in the past, full employ- 
ment will not work without a million unemployed. 

It is nevertheless understandable that politicians in office, 
and hoping to remain there, will do their best to prevent the 
emergence of unemployment. Indeed, one can agree that it 
is right that they should try. For the above arguments relate 
to a strictly moderate degree of unemployment and if the 
figure begins to go above 7 per cent, everybody would agree 
that it would do harm. But past experience suggests that, once 
unemployment starts rising, it tends, if it is not checked, to go 
well above the average level. The efforts of Government are 
unlikely to prevent it from rising at all, and they will be very 
valuable if they succeed in preventing it from rising too far. 

But can they do so? The Financial Secretary to the 
Treasury addressed himself to this question in a speech the 
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other day and paraded the devices that the Government had jn 
reserve for just such an eventuality. They had a rather dust 

look, as if they had just been taken out of the pigeonholes jn 
which Lord Keynes put them when the White Paper on 
Employment Policy was under discussion in the middle of the 
war. But the situation that the Keynesian analysis always con- 
templated is very different from that with which Britain Jooks 
like being confronted. Keynes was concerned with what might 
be called the classical depression—that is, a falling off in general 
demand spontaneously generated within an economy by Jack 
of balance between the processes of saving and of capital 
creation. This may well be the situation that is developing in 
America today. But not in Britain ; here we are faced with 
the danger of unemployment arising from failure to sell our 
exports and pay for our imports. 

It is very doubtful whether Keynesian remedies of the kind 
that Mr Glenvil Hall mentioned would prove to be both 
possible to apply and also relevant to the seat of the trouble that 
may arise in this-country. Two of his three remedies—the 
payment of post-war credits and the reduction of national 
insurance contributions—are of the type that puts more money 
into the pockets of the general public in the hope that they will 
spend it. But they must not spend it in any way that would 
recjuire more imports, and most of it, unless it was saved, 
would either drift into those avenues of expenditure that are 
already so sorely inflated or into financing leisure from work. 
Only by accident would this money create more employment 
im the industries that had lost export sales. The third of Mr 
G:envil Hall’s remedies was public works. But almost the only 
form of public works that can be undertaken without increasing 
imports is road-building, and even if the roads could be built 
in the right places, to force the unemployed export-worker to 
turn himself into a road labourer would, from the politician’s 
point of view, cause almost as much alarm and despondency as 
to leave him unemployed. 

It is probable that the confident claims that at last we knew 
how to conquer unemployment were always pitched a lot too 
high. The confidence was based on paper considerations ; none 
of the policies on which so much political reliance was placed 
has ever been successfully tried out, and even if the next depres- 
sion turned out to be of exactly the type that the economists 
were expecting when they drafted the White Paper of 1944. 
they might well be disappointed by the results they could 
achieve simply by pulling strings and pressing buttons in White- 
hall. But in any case the circumstances by which Britain may 
soon be threatened are of an unprecedented kind. They will not 
arise, in the first place, from any general deficiency of purchasing 
power here at home but from changes outside this country, and 
their effect will not be general but specific and localised. There 
is no reason to be despondent about the nation’s ability to face 
these new conditions. But it will not be able to do se if there is, 
in high places, a stubborn unwillingness to admit that conditions 
can change or any lack of flexibility in improvising policies to 
meet them. To quote once more from Sir Stafford Cripps’s 
deplorable speech of May 18th: — 

If we continue to follow the policies which we have been 
following, I believe that we shall continue to have that 
degree of recovery which up to the present time has made such 
a remarkable inroad [on our problems)] 

If that is really the Chancellor’s belief and policy, he will not 
master the post-war trade recession, it will master him. 
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Germany — East or West 


HE first phase of the Foreign Ministers’ Conference 

has come to an end. Both sides have produced their 

Is for the restoration of German unity and both sides 

fave made it clear that they will not compromise on their own 

conception of what German unity means and how it should be 

xhieved. Both sides would rather have Germany continue in 

disunity than see it united under the influence of the other. So 
there is the old complete deadlock. 

This, it is true, is only the first item on the agenda. But it 
was by far the most important in its long-term implications. Mr 
Vyshinsky’s intransigence amply confirms the warnings that have 
heen uttered in the west against any temptation to believe that 
there has been a change in the strategy of the Soviet Govern- 
met. Since it was they who proposed the Foreign Ministers’ 
meeting, it must be presumed that they hoped to get something 
gut of it ; and since it is now clear that they are not yet ready 
jo reap the benefits in goodwill and co-operation that would 
follow from a complete change in their policy of hostility to the 
west, it must follow that their hopes for the conference are 
centred on some tactical gain on one of the minor points. But 
which ? The answer may well lie in the second item on the 
awenda—the related problems of Berlin and the economic 
counter-blockade of the Soviet zone—to which the Foreign 
Ministers now turn. There is no doubt that the economic 
condition of the Soviet zone is serious and that it would be well 
worth the Russians’ while to seek means of alleviating it. 

To some people in the west it may seem sound tactics to do as 
little as possible to restore normal trading relations between 
western Germany on the one hand and the Soviet zone and the 
satellite states on the other—on the contrary, to let the Russian 
difficulties deepen. In the short run, when there was the obvious 
grievance of the blockade of Berlin to resist, there was every- 
thing to be said for the counter-blockade, which has been very 
dfective. But it would be very short-sighted to extend such 
ideas to the long run. It is very doubtful whether the eastern 
Germans can be won over to western ideas while they are being 
deliberately ruined by the west. The demonstration has often 
deen made that the achievement of economic balance in western 
Europe depends upon the restoration of trade with eastern 
Europe. And western Germany, above all, cannot recover 
economic health without a large volume of trade with the Soviet 
tone, which used to be an interdependent part of the same whole, 
and with the countries of eastern Europe, which have always 
deen the source of supplies and the market of industrial Ger- 
many. In short, there is enough mutual interest to make a 
bargain both possible and desirable. Such a bargain could not, 
in present circumstances, go very far, since the Americans 


neither would nor should permit such freedom of trade between 
east and west in Germany that the Marshall aid they pour in 
at one side would be siphoned off in reparations by Russia at 
the other. And there can hardly be a bargain at all unless 
the Russians are prepared on the one hand to admit that their 
eastern mark is worth only a fraction—about a quarter—of the 
western mark and, on the other, to guarantee traffic lanes by 
road and rail into Berlin to ensure the city’s ability to trade with 
the west. But there is ground for hope. 
x 


If the conference can reach an agreement on Berlin and upon 
inter-zonal trade, even if the agreement does no more than restore 
the status quo of early 1948, it will certainly not have failed. 
The drift to an even greater measure of disagreement has been 
the monotonous pattern of the last four years and any step, 
however small, that halts the process is to be warmly welcomed. 
But these limited agreements will not do more than palliate the 
fact of a divided Germany. For the time being, all four Foreign 
Ministers are acquiescing—for different reasons—in the exist- 
ence of two ideologically incompatible Germanies existing side 
by side. This is obviously and essentially an unstable situation. 
The attraction of unity may be overlaid for the time. It is not 
lost ; and the effect of leaving these two distinct Germanies as 
neighbours will certainly be that in time one will absorb the 
other either peacefully or by force. 

The present danger is that the western powers may be led by 
the success of their policy in the last year to succumb to com- 
placency. The passing of the Bonn constitution, the degree of 
economic recovery achieved in western Germany, the resounding 
defeat sustained by Russia in the recent plebiscite in the Soviet 
zone may encourage the western allies to rest on their laurels, 
secure in the belief that “ Germany is won for the west.” This, 
however, is by no means the case and in the struggle for the soul 
of Germany, the struggle which will finally decide the eastward 
or westward orientation of the whole Reich, the Russians still 
have powerful weapons at their disposal. In the first place, their 
propaganda is at great pains to stress the competitive character 
of all western European industrial production. “ Where,” they 
ask the western Germans, “ will you find markets for your manu- 
factures ? The British, the French, Benelux have taken your 
pre-war markets and are determined to prevent you from enter- 
ing them again. Why else do they continue to dismantle your 
industry ? It is sheer competitive jealousy. No, if you want 
great undeveloped markets for your capital goods and great 
supplies of food and raw materials in exchange, look east. This 
is where your future lies.” 

The political appeal of Russia is perhaps less obvious, but it 
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may prove even more compelling. There is in certain German 
circles a growing feeling that Germany’s real interest lies in 
neutrality between east and west. As a recent manifesto put it, 
The ideological arguments in the world about the merits and 
demerits of western or eastern socio-political concepts no longer 
rouses us to any great passion. We are sick of “isms.” 

But if the mood spreads and the Germans abandon all moral 
or political yardsticks, what remains is an entirely cynical assess- 
ment of interest and power. Neither of these necessarily points 
to a western alignment. Even today, the supposedly trusted 
western leader, Dr. Adenauer, is ready to denounce the Allied 
Security Board as “ nothing but competitive espionage of the 
worst kind.” If the tough and cynical line becomes general 
inside Germany, Russia will be found to exercise a double 
appeal. To those who believe the Soviet system strong, the 
attraction of aligning Germany with the real centre of power in 
the world will be very great. To those who believe the system 
weak, the attraction will be as great to make alliance with it in 
order to master it and turn it into that Lebensraum in the eas? 
that has provided such a recurrent theme in German history. In 
either case, Germans will succumb to the eastern lure. 

Such a development is not inevitable. Indeed, at the moment 
it may seem far fetched ; but the western statesmen are not deal- 
ing only with today and tomorrow in Germany. The struggle 
between the two ways of life in Germany can last a generation, 
and complacency and slackness in the west may tilt the balance 
of interest fatally over on the other side. But if such a develop- 
ment occurs, the western powers will have only themselves to 
blame. They still have the threads of German development in 
their own hands provided they manipulate them with courage 
and common sense. The first task—which can be achieved 
within the next few weeks in Paris itself—is to bring out into 
the open the Russian claim that vast unexploited markets lie 
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open to German industry in the east. Let the three western 
ministers officially seek for the opening of trade talks between 
western Germany on the one hand, and the Soviet zone, the 
Russian satellites and the Soviet Union itself on the other, Jf 
the Russians are really prepared to grant access to any of these 
markets, the better for the health of western Germany to open 
them up speedily. If they are not, a dangerous line of propaganda 
will have been scotched. 

The more arduous Allied task will be to lead the Germans 
towards a western orientation in the political field. One thing 
the Russians have achieved by summoning the Paris conference: 
they have managed to tarnish a little the gold trappings of the 
Bonn constitution. The Germans have smelt the air of a united 
Reich. To work through Bonn must after this seem a little 
parochial, to some extent a return to a pis aller. If their inter- 
est and loyalty is to be maintained, the western allies must now 
be ready to restore to them as speedily as possible fuller 
autonomy and full political freedom. The sense of momentum 
must not be lost. This necessity inevitably creates its own 
problems. The Germans’ fitness for full political freedom js 
still far from proven. Above all, they would be quickly tempted 
to snatch at a position of domination if they were to gain political 
strength and freedom of action in a western Europe as politically 
atomised as itis today. By a paradox, some of the steps essential 
to the next phase of policy in Germany must be taken not in 
Frankfurt or Bonn, but in Paris and London and Washington, 
and even Strasbourg. The Germans can be loyal partners in 
a wider European association, provided that an association 
already exists to receive them as members. Until that associa- 
tion exists, the allies’ German policy faces the dilemma of either 
driving western Germany into Russia’s arms by the imposition 
of too much control or alternatively of endangering Germany’s 
western neighbours by requiring too little. 


The Price of Admiralty 


HOSE who direct the policy and expenditure of the 

Admiralty can now look back on Parliament’s scrutiny of 
their work with relief, and perhaps with some satisfaction. Dis- 
cussion of the Navy Estimates of £189} million came to an 
end three weeks ago in the House of Lords. Neither there 
nor in the House of Commons did they provoke the searching 
criticism and alarmed inquisitiveness that assailed the estimates 
for the other two services and for the Ministry of Defence. 
The worst that the First Lord of the Admiralty has had to 
face is repeated questioning about the Navy's ability to deal 
with new types of submarine, the old doubts about the useful- 
ness of battleships, and a general desire to see modernised 
aircraft carriers with jet aircraft available for service at short 
notice. 

In many respects the Navy is favoured—perhaps even more 
than it traditionally has been. There is no reason to expect 
now, or in the predictable future, that hostile battleships will 
appear on British trade routes or seek to fight a fleet action. 
Just in case, the Royal Navy has kept five battleships in commis- 
sion. The Admiralty has therefore been able to save 
large sums of money by stopping battleship or cruiser 
construction, by placing battleships, carriers and cruisers in 
reserve and by scrapping in the last two years ten battleships 


jand one battle cruiser. With the knowledge that any attack 


by Russia is likely to bring the American navy immediately— 
not eventually as in 1939—to the defence of Atlantic communi- 
cations, the Admiralty has been able in the last three years to 
run down the strength of the active fleet while 500 ships for 
escort and minesweeping duties have been refitted and repaired. 
Meanwhile, the Navy can get all the recruits it needs, and it 


has suffered no inconvenience from accepting a small number 


of national service men; above all, there has been no revolution 
in the propulsion or construction of ships calling for the 
immediate and drastic revision of design that has delayed the 
building of the new RAF. 

So far, then, in the postwar period the Navy has had a 
comparatively easy passage. and the First Lord was able to 
assure the House of Lords that the increase of £36 million in 
his estimates was accounted for by the increased cost of main- 
taining and equipping a fleet reduced in size. The chief in 
creases are for armaments, scientific services, hulls and 
machinery and aircraft. It is true that many serving officers 
with staff experience are convinced that big economics are pos- 
sible in shore establishments—particularly in the air stations 
—and within the Admiralty itself, where civil servants have been 
as successful as elsewhere in Whitehall in blunting the pruning 
hook. But, generally speaking, it seems that the Navy is effi- 
ciently administered, is guilty of no obvious extravagance and 
has adequate fighting power for the kind of tasks that might 
present themselves in the next year or two. 

The fact remains that the Navy cvsts the huge sum of 
£189} million, virtually double what it cost in 1939 on the 
eve of a war which was likely to bring against the Royal Navy 
certainly one, probably two and—as the event showed—ult- 
mately three hostile fleets well placed to strike. This huge sum— 
over a quarter of the total defence budget—is being spent at 2 
time when the only other great naval power in the world—the 
United States—is Britain’s ally, pledged to the defence of 
Western Europe and therefore to the protection of the Atlanuc 
sea routes. At a time when the most decisive technical develop- 
ments in warfare are taking place in the air, the budget for the 
Navy is only a few million pounds less than that for the RAF. 
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It is indeed remarkable, and indicative of the traditional 
British respect for naval power, that the Navy’s share of ex- 

iture on defence has not been seriously challenged. What 
criticism there has been has suggested that the First Lord of 
the Admiralty is not getting value for money, not that he has 
too much. There has been too little fundamental discussion 
of the strategy—national, Commonwealth or Atlantic—within 
which the claims of the Navy must be defended against those 


of the other Services. 
. 


Admittedly, it has not been easy, until quite recently, to see 
the general shape of future defence requirements, to be as 
ertain of the possible allies as of the possible enemy; and when 
indoubt a First Lord keeps every ship he can. The Admiralty 
fued two very-perplexing problems after the war. It would 
have been reckless and wasteful to scrap immediately the great 
feet of fighting and auxiliary ships that had been built up over 
six years. Ships last longer than aircraft and tanks and they 
take longer to build. None the less, big reductions were made, 
and the active fleet fell to a strength which caused excited 
giticism in the House of Commons and alarm among the pub- 
ic. The policy was proved right in the event, and it has made 
possible the repair and refit of 500 smaller ships, kept in reserve 
for escort, patrol and minesweeping duties. 

Then there was the difficulty of appreciating accurately when 
ad how British security might again be threatened as it was 
in 1939, a difficulty which has been the main cause of the 
vagueness and equivocations of Government statements on 
defence policy. In 1946 it seemed obvious that numbers and 
equipment should be gradually reduced or allowed to run down, 
while research determined without undue urgency what should 
be the new designs and ideas of the future. If the possibility of 
future war was seriously thought of at all, it was pushed forward 
ea or fifteen years. By the end of 1947 ideas had changed: 
short-term rearmament and re-equipment were to be combined 
with long term research and new design ; and this decision 
meant that money had to be found tor the refurbishing of old 
weapons as well as for the testing of new ones. The result was 
inevitable, in the Navy as in the RAF: there could be neither 
complete readiness for war at any moment nor adequate pre- 
paration for the new methods and weapons of the “fifties, There 
would be just enough anti-submarine vessels of the old type 
and few or none of the new; there would be just enough air- 
craft carriers to make a showing at sea, provided that only one 
ita time was withdrawn for modernisation and equipment with 
the latest aircraft. 

Yet, even if these postwar difficulties are admitted and it is 
tecognised—what is generally forgotten—that they probably 
perplex the Russians as much as they do the British, the ques- 
tion still remains whether the Navy—especially the Reserve 
Fleet—is not too big and too expensive for the tasks likely to 
face it in the immediate future. In the debates on the Esti- 
mates critics concentrated on the danger from faster submarines, 
pending long periods submerged, and on the need to equip 
urcraft carriers with up-to-date machines. They were right to 
do so because the Navy’s chief function is still to protect 
merchant ships at sea against both submarines and aircraft— 
exactly in what conditions is discussed later. But they over- 
looked its two other vital tasks: the protection and support of 
British or allied expeditionary forces operating from the sea 

the range of the RAF’s main bases, and the defence 

and maintenance of bases abroad. For these tasks cruisers, 
destroyers, minesweepers, landing craft and large numbers of 
tained officers and men are needed above and beyond those 
(quired for the defence of merchant shipping. And it is those 
teeds that account for a large proportion of naval expenditure. 
time goes on it should be possible increasingly to share this 
burden with allies and members of the Commonwealth. But 
tven so, the doubts remain. The essential point is not whether 
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these naval armaments might come in useful, or even whether 
they are necessary, but whether they are as vitally necessary as 
the other things that could be done with the money and the man- 


Power. In peacetime, even more than in war, good strategy is a 
choice between such alternatives, 


On the question of submarine warfare it is difficult to strike 
a balance between exaggerated fears and cautious appreciation. 
On the one hand the public has been frequently—if unofficially 
—warned that the Russians have “ 250 modern submarines,” 
ready for Atlantic operations. These submarines are said to 
be twice as fast as those with which Admiral Doenitz destroyed 
73 million tons of British shipping, and to be able to stay down 
as long as their crews can stand submersion. Some of them 
are up-to-date types captured from the Germans, and their 
crews are being trained by German officers and technicians. If 
these deadly craft got loose in the Atlantic they would quickly 
cut the sea communications between America and Europe. 


That is the popular view. The truth is almost certainly 
different. Admittedly a submarine equipped with the Schnorkel 
can stay a long time under water, but it has yet to be proved 
that it can be operated as efficiently as the ship which surfaces. 
Admittedly, the German expert, Walther, produced in 1944 a 
small submarine said to be capable of over 20 knots submerged 
in the Baltic ; but all the ingenuity of the Americans and the 
British, assisted by Walther (who is not in Russian hands) has 
not yet produced an ocean-going submarine capable of such 
performance. It is very unlikely that the Russians have yet 
done so. As Lord Hall said and repeated in the House of 
Lords on May 11: “I know of no submarine in existence wht 
can do a speed of 20 knots submerged.” Moreover, there is 
every treason to suppose that methods of submarine detection 
by aircraft and surface ships have improved since the war, and 
no reason to suppose that the Russians have yet undertaken 
that thorough training of officers and crews that the Germans 
considered necessary. 


There is obviously no reason for complacency about the 
future ; the submarine capable of 20 knots or more will be 
operating sooner or later, and the Russians may decide that it 
gives them the opportunity to become a great naval power. 
But there is good reason to think that the British—like the 
Americans—have been wise to wait until this year before putting 
the results of research into a new type of anti-submarine frigate, 
and to be content meanwhile with improving the frigates which 
formed the successful “hunting groups” of 1944-45. With 
25 of these active, 129 in reserve, and a large number of 
destroyers, the insurance is, if anything, excessive. 


* 


The scale on which new anti-submarine preparation will be 
needed must depend on the military strength and co-operation 
that can be developed by the nations of the Atlantic Pact. If, 
in the event of war, the bases used by the Germans in Norway 
and France and Germany itself could be denied to an enemy, 
and if air bases in the allied western countries could be freely 
used, it should be possible to prevent the deployment of large 
numbers of submarines across the approaches to this country. 
The narrow exits from the Baltic and the Black Sea could be 
made dangerous by mining, by submarine patrols and other 
measures in which the Navy and RAF can work together. 

In fact, it is difficult to avoid the conclusion that much 
nervous and ill-informed discussion of the Navy’s submarine 
defences has obscured the real strategic requirement: this is 
that the military and air forces of this country and its allies on 
the Continent should be strong enough to prevent an enemy 
from capturing ports and air bases on the Atlantic coast of 
Europe, and so removing the restrictions imposed by geography 
on his naval activity. The Admiralty is being encouraged by this 
discussion to maintain an enormous number of ships, with out- 
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of-date equipment, to meet attack from a power without capital 
ships, with little experience of naval operations, and with a 
submarine fleet that is almost certainly in the throes of teething 
troubles. If the reassuring statements made by the First Lord 
in the House of Lords debate on May 11th are studied, it will be 
seen that what he says about the present danger from submarines 
seriously weakens his case for the spending of £189 million. 

It is almost an offence against nature that an Englishman 
should suggest that expenditure on the Navy should be reduced 
—at any rate for the time being—in order that more should be 
spent on the other two services. Tradition and experience speak 
strongly against the idea ; and the need to keep sea communi- 
cations open is still the first point in British defence policy. But 
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the disappearance of the German and Japanese navies, America's 
recognition of a vital interest in defending western Europe 
Russia’s naval weakness, and the growing naval strength of the 
Dominions, provide a unique combination of reasons why the 
British ..xpayer should expect the job to be done with smaller 
forces and at less cost. There can hardly be a serious challenge 
to western naval supremacy until it is clear beyond doubt that 
the new submarine, the atomic bomb, and the jet aircraft can 
be directed against it with real hope of success. If there js 
danger of war in the next few years—which is doubtful—it js 
likely to arise from western weakness on land and in the air. 
not from a belief that the Red Fleet can achieve more than 
Hitler’s and Mussolini’s navies combined. 


Russia and China 


NE of the most interesting and significant features of the 


Communist rule in China, which has now spread widely 


to the south of the Yangtse, is the form of state organisation it 
has so far adopted. In spite of the fact that the Communists 
have controlled large areas of China for many months now, 
nothing that can fairly be called a central government yet exists. 
The Chinese Communist party provides co-ordination, but state 
administration is decentralised to a high degree in six regional 
units. These are made up of one non-Chinese national unit— 
the Mongol Autonomous Area in Inner Mongolia and the former 
Hsingan provinces of Manchukuo—and five Chinese “ Liberated 
Areas "—North-east, North, North-west, East and Centra! 
Plains. 

These divisions south of the Great Wall cut across the old 
provincial boundaries, and they are probably indeed designed, 
not so much for administrative convenience, as to break up and 
supersede the traditional provincial loyalties. But the North- 
cast retains a recognisable shape ; it is Manchukuo minus the 
territory which has gone to the Mongol Autonomous Area. It 
is the only one of the six areas that has a munitions industry of 
significant size, and its troops form the backbone of the Com- 
munist armed strength in China. It is the region of which the 
strategic and economic keys were handed to Stalin at Yalta by 
the heads of the British and American Governments, and it is 
now the base of Soviet power within China—a power which can 


be directed against deviating Chinese Communists as well as 


against non-Communist forces. 

The situation is curiously similar to that which existed in the 
opening years of this century, and the similarity was some time 
ago pointed out by no less a person than Stalin himself. 

“For forty years,” he declared, in an address to the Soviet 
people on the surrender of Japan ig September, 1945, “ the 
men of the older generation have waited for this day. And now 
this day has come.” In other words, Russia, under him, had 
avenged the defeat Tsarist Russia had sustained at the hands of 
Japan in 1905, had wiped out the hateful memory of the capitu- 
lation of Port Arthur and the massacre of Russian warships in 
the Tsushima Straits, and had restored to the Soviet state its 
rightful inheritance from the past. It was indeed a little odd for 
anyone with a knowledge of Russian history that the Communist 
dictator should speak thus ; for the activity of the Bolsheviks in 
1905 was anything but helpful to the winning of the war against 
Japan ; and in much more recent times the former Russian 
policies of expansion in Manchuria and Korea, which clashed 


with the Japanese expansion and thus led to the Russo- 


Japanese war, were classified as “ imperialist.” But the formal 
claim to continuity with the Far Eastern policy of Tsarist Russia 


should, at least, have warned western statesmen in good time 


of postwar Soviet aims in this part of the world. Soviet 
Russian actions since the collapse of Japan have indeed followed 
in a remarkable manner the lines laid down by the prece- 
dents of Tsarist Russian expansion, with Communism as a 


supplementary means of pressure and influence. For more 
than half a century Manchuria has been the pivot of Far 
Eastern politics. Fundamentally it remains so today, even 
though the Manchurian question may appear to have been 
settled for the time being. Geographically Manchuria has 
been since 1860 a north-eastern salient of China projecting 
into Russia’s Siberian territory, and the weakness of China has 
exposed it to the pressure of the southward-slanting Russian 
expansion across Asia to the Pacific. At the same time 
Manchuria, together with Korea, formed the part of the Asiatic 
continent most accessible to a powerful and expansive Japan. 
Thus Manchuria became a bone of contention between Russia 
and Japan. Before 1905 it was all Russian, then it was virtually 
divided between the rivals until 1931, when the Japanese took 
over the whole country and set up their puppet state of 
Manchukuo._ All this time Manchuria remained ethnically 
Chinese and, with its development by Russian and Japanese 
enterprise, its Chinese population constantly increased until to- 
day it is as great as that of France. By the end of the Pacific 
war it had become the one part of China with a really developed 
system of railway communications, electric power and modern 
industry. Its recovery was a major war aim of the Chinese 
Government, not only for the sake of re-uniting with China a 
territory ethnically Chinese and recognised by the Allies as 
rightfully belonging to China, but also because the industrial 
equipment created there by Japanese capital was to be China’s 
main asset for postwar economic progress. 


* 


In the secret bargaining of the Big Three at Yalta, the claims 
which Russia made against its prospective ally China were 
greater than those advanced for the future peace settlement 
against Japan. They were granted to Russia in the cynically 
worded treaty which provided that Stalin’s claims to the pre- 
1905 Tsarist Russian holdings in Manchuria were to be 
enforced, whether China consented or not. It was obvious that 
China would not voluntarily grant fresh concessions of sovereign 
rights which it had been the aim of Chinese foreign policy for 
a generation to recover. In the end, however, faced with 
the united front of the Big Three, China signed a treaty con- 
ceding Russia’s claims in return for a Russian promise to render 
China “ support and assistance to be given fully to the National 
Government as the Central Government of China.” 

The manner in which this undertaking was kept is one of 
the grimmest jokes of contemporary history. In the help given 
to the.Communists and in the obstruction of the agencies of the 
Government they were pledged to “ support and assist,” the 
Russians merely followed the familiar pattern of their behaviour 
in eastern Europe. What was unique in the Russian occupation 
of Manchuria was the systematic looting of the countrys 
industrial installations—a course of action which was directly 
at the expense of China as such, whether it was to be in future 
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Communist or non-Communist rule. The work of 

ing industrial plant and machinery was taken in hand as 
gon as the Russian troops took over from the Japanese ; it had 
widently been planned long beforehand, but there had been 
» hint of the Russian intention, and both Chinese and 
jmericans were taken entirely by surprise. The American 

tions Commission subsequently estimated the value of 
ge direct loss at $858 million and the total damage, including 
juerioration, at over $2,000 million. The Russians claimed 
ij transport and industrial installations created by the Japanese 
i Manchuria as “war booty,” though international law had 
yeviously been unacquainted with the doctrine that every piece 
af machinery in a country was the property of a liberating ally. 

From the angle of Communist theory also the Russian action 
9 Manchuria was without justification, for it had previously 
yen held that the properties of imperialist capital were liable 
» confiscation by the people of the colonial or semi-colonial 
guntry in which they were situated, and it had been China, 
nt Russia, which had suffered from Japanese invasion and 
domination. 

* 

Russian action in 1945 and 1946 showed a consistent policy 
gf establishing a complete economic control over Manchuria. 
fyen after the pick of the Japanese-Manchurian industrial 
sants had been removed to the Soviet Union, what was left 
ws still the most important group of industries on Chinese 
gil, and included a number of mines which were in any case 
memovable. The Russians offered to transfer part-ownership 
if these to the Chinese Government on condition that they 
were operated by Sino-Soviet companies under Soviet manage- 
nat. The Chinese Government, which did not recognise 
Russia’s title to the properties at all, declined to accept the 
rms, but its consent was only of secondary importance, as 
he administration of Manchuria was soon firmly in the hands 
ifthe Chinese Communists ; arrangements for securing Soviet 
watrol of Manchurian economy could henceforth be made with 
wthorities which were not only obsessed with the idea that 
Russia could do no wrong, but were also dependent on Russian 
rtmission to arm themselves from captured Japanese war stocks. 
On the magnificently unpatriotic attitude of the Chinese 
Communist leadership to the looting of Manchuria, a book 
recently published in America* justly comments: 


* David J. Dallin, Soviet Russia and the Far East. Yale University 


NOTES OF 


; For the past fortnight British Railways have been in a 
“ment of labour trouble, as the result of two series of disputes— 
Wages generally and on the “lodging turns” of long-distance 
tain crews. These have become intermingled to produce a cessa- 
tm of long distance traffic in the North-Eastern region on the 
wo past Sundays and a rash of restrictive tactics in depots and 
yads throughout the railway system which has seriously hindered 
he movement of goods during this week. It seems possible, how- 
wer, that the Ministry of Labour’s efforts at conciliation will 
‘able negotiations on the main wage dispute to be renewed and 
) prevent complete chaos from taking charge during the 
tsun weekend. 
It will be recalled that the National Union of Railwaymen 
having had its original wage claim rejected by the Railways 
Tribunal, put forward a claim for an all-round increase of Ios. 
‘Week and improved conditions for Saturday overtime, which 
they refused to take to arbitration. The Ministry of Labour has 
"tY properly refused to intervene in the dispute, but it has 
‘usceeded in hastening the procedure for conciliation and has 
‘eciated the other two railway unions with the claim of the 
It has in fact achieved the remarkable feat of persuading 
toth the employers and the unions that the negotiations, which 
‘Ppeared to have broken down, cafi profitably be resumed. 
railwaymen’s discontent over wages 1S understandable 
‘ough, but the dispute over “ lodging turns ” is either the result 
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If the Chinese Communists had possessed a shred of the 
independence so many experts used to allege they had, they 
would have joined in the general indignation against the Soviet 
action in Manchuria. As a matter of fact, not one word of 
protest, not even the slightest criticism of the Soviet operation, 
was voiced by the Chinese Communists. . . . The loyalty of 
the Chinese Communists to the Soviet Union was put to a 
severe test and proved unswerving. 

As a result of the gifts of China’s sovereign rights presented 
to Russia by Britain and the United States at Yalta, and the 
subsequent “war booty” seizures of Manchuria’s main re- 
sources, the Russian grip on Manchuria is now as tight as the 
control commonly exercised by a colonial power through a 
formal protectorate. This Russian domination of Manchuria is 
today the main restriction on Chinese national sovereignty, and 
a Chinese nationalism attentive only to Chinese national interests 
would necessarily concentrate its energies in a direction adverse 
to Russia. For this reason, if for no other, the Chinese Com- 
munists have to carry on their intensive anti-Western propa- 
ganda ; for it is only by continually working up and intensifying 
grievances against Britain and America that they can keep public 
attention diverted from the state of affairs in Manchuria and 
prevent it from recoiling against the party which has connived 
at the creation of a new “ Manchukuo.” 


There are probably elements in the Chinese Communist 
party which secretly resent the Russian encroachment and would 
like to reassert Chinese independence in all parts of Chinese 
territory. As the Communists become more firmly established 


in China south of the Wall and Manchuria becomes proportion- . 


ately a smaller part of the total of Communist China, the 
tendency to break loose from Russia may become stronger. 
This is the calculation of British and American observers who 
would gamble on the development of “ Titoism ” in China. But, 
if the Russian policy in Manchuria has given cause for a pos- 
sible anti-Russian turn among the Chinese, it has also provided 
formidable levers of control for Russia inside China. Tito had 
the advantage of full centralised control over all Jugoslav terri- 
tory when the crisis came; but in China the possibilities of 
disruption at the first signs of deviation are far greater. The 
attempt to prevent the Manchurian tail from wagging the 
Chinese dog might be much more destructive than the present 
civil war. In any case Russia’s course is set ; the frontier of the 
Soviet Union is on the shore of the Yellow Sea. 


THE WEEK 


of ignorance or the symptom of some deeper frustration. There 
are Only 96 men on four trains directly concerned in the dispute 
in the North Eastern region, and only 300 men doing “ lodging 
turns” on all the main line railways. The Railway Executive 
is unwilling to abandon a long-standing system which greatly 
increases efficiency on the fast passenger and freight lines, But 
they are reducing the number of “lodging turns” on the slow 
routes and have offered to meet the men to explain the exact 
operation of the system. 

Out of all this the National Union of Railwaymen has emerged 
with little credit. In the first place, disliking the delays of arbitra- 
tion, it has tried to force its wage claim, and while officially 
deploring the strikes and stoppages it has actually tried to use them 
to force the acceptance of its claims. In the second place, on 
being asked by the Minister of Labour to co-operate with the 
Railway Executive to end the “lodging turn dispute” it virtually 
told him to go to the devil and get the men back to work himself. 
Only after all-night negotiations with the Ministry has it been 
persuaded to use its influence, instead of leaving the onus on 
the Government. Such tactics will simply end in discrediting 
the union in the eyes of the Government and public. Although the 
members of the Labour Party conference may actually be able to 
reach Blackpool by train, they will arrive with a sense of anger 
that a union should have chosen this moment to throw into such 
glaring relief the difficulties of industrial relations in a newly 
nationalised industry 
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Soviet Policy Inside Germany 


Soviet policy in the eastern zone has become exceedingly 
difficult to follow. For months past, all the propaganda has been 
concentrated upon securing a central German government and 
the withdrawal of all occupation troops. At the Paris Con- 
ference, however, Mr Vyshinsky has been making it quite clear 
that he expects the division of Germany and of Berlin, as well 
as the direct responsibility of Soviet Military Government for 
the Soviet zone and sector to continue. By refusing any mod:fica- 
tion in the Potsdam regulations and by insisting that any restored 
four-power control in the country at large or in Berlin must 
be unanimous, he has ensured the continuance of the status quo. 

But the Germans have been keyed up to expect change. The 
Russians, no less than the western Powers, have now to decide 
on what basis to continue the organisation of their zone. It is 
at this point that obscurity and apparent contradiction descend 
upon their intentions. They can, of course, continue to support the 
People’s Congress, which has now elected a council and passed 
a constitution setting up a centralised democratic state, run by 
a single Volkskammer on which all “democratic” organisations 
will be represented. The document is vague about the pro- 
cedures whereby this new authority will come into being, but 
the point is not of much importance since the new body will 
be no more and no less representative than the present single- 
list council which has proposed its formation. 

So far, these proceedings fit in with the Russian aim of pro- 
viding a counter to the Bonn constitution. But what policy will 
the present council or the future Voikskammer produce Mr 
Vyshinsky has dropped the idea of a withdrawal of troops and 
the Russians are unlikely to agree to any such move for some 
time to come. Thev probably realise that their rule is so 
unpopular and the Communists so detested that only Russian 
garrisons can hold any part of Germany for Communism. But 
the People’s Council is still committed to demanding the evacua- 
tion of foreign troops, and would forfeit whatever meagre support 
it commands if it were suddenly to drop the one slogan that can 
catch the German imagination in the Soviet zone. 

The Russians are seeking to cover the failure of the Com- 
munists in two ways—by calling into being a National Front 
(in which ex-Nazis will play a prominent part) which it is hoped 
will permeate the Western zones and become a nation-wide 
movement for unity. The second way is to concentrate every 
resource of the Communist propaganda machine on pointing out 
the horrors of “ mounting unemployment” and “colonial sub- 
servience to the foreign monopolists ” in the western zones. Since 
there is, in fact, considerable unemployment in the west and a 
tendency to underestimate the importance of the non-Communist 
working class, this line may yet prove the Communists’ most likely 
weapon. 


* * * 


Shanghai’s New Masters 


The longest bar in the world has now been “liberated ” 
along with the rest of Shanghai by the Chinese People’s Libera- 
tion Army. The take-over has been quiet and orderly, and the 
Communist troops have shown their usual rigorous discipline, 
which Old China Hands compare favourably with that of other 
Chinese armies that have at various times occupied Shanghai. 
Politically the first move of the Communists has been to require 
the registration of all periodicals and newspapers ; “ counter- 
revolutionary ” news and comment will be suppressed so that 
the “ people’s press ” may be free. Otherwise the new masters are 
going slow, and it is evidently their policy during the transitional 
period to get all the co-operation they can from middle-of-the- 
road politicians and administrators, as well as from Chinese and 
foreign business men. This policy enables them to make up for 
their own lack of trained personnel, encourages defections from 
the still resisting Nationalists in the south and improves prospects 
of western diplomatic recognition. Many Chinese, however, are 
sceptical of any long duration for the initial period of leniency, 
and the saying is widely current: “ At first heads will be nodded, 
then they will be shaken, and then they will be chopped off.” 

A curious sequel to the Communist victory at Shanghai has 
been the closing of the Soviet Consulate-General and of the Tass 
Agency office in the city, on the ground that the Soviet Govern- 
ment does not recognise the Communist régime. This is in line 
with the departure of Soviet consuls from other places in north 
China captured by the Communists and the withdrawal of the 
Soviet Ambassador from Nanking, while the diplomatic represen- 
tatives of the western “ imperialists” remained there to await 
the Communist entry. The Soviet Ambassador has now indeed 
Jeft the new Nationalist capital in Canton, but not to go to 
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Chinese Communist territory ; he is reported to be flying back 
to Moscow via Saigon. This behaviour of the Russizns, wh, 

might have been expected to welcome the Chinese comrades 
with fraternal greetings, is, to say the least of it, extraordinary 
It has been explained as due to the Russians’ desire to disasso. 
ciate themselves publicly from the Chinese Communisis, so that 
nobody can accuse them of intervening in China’s internal affairs 
But the Russians have not lately been showing such a sensitive 
regard for world opinion as to make this explanation convincin 

It seems more likely that Moscow seeks to impress on insufficient 
humble disciples, liable to fall into the sin of “ nationalist devia- 
tion,” that its approval of the new régime will not be automatic 
and that certain conditions must be fulfilled before the fulj hgat 
of Stalin’s countenance shines upon the New Democracy, 


* * * 


Palestine at Lausanne 


“So long as one is talking refugees and the other is talking 
frontiers we can obviously make no further headway.” This js 
the present disheartening picture—given by an observer—of the 
talks between Israel and its four immediate neighbours which have 
been proceeding since Apri] 26th at Lausanne. The delegations 
do not meet face to face. Each communicates its views to the 
Conciliation Commission. And this faces deadlock because the 
Jews will not take back refugees until frontiers are settled, and 
the Arabs will not hear of a settlement until arrangements for the 
return of the refugees are complete. 

The Arab delegates’ trouble is, as always, their nervousness of 
criticism from fellow-delegates, or from colleagues left at home 
if any one of them shows a more conciliatory attitude than has 
hitherto been struck by his fellows. On May 24th they at last 
put forward specific proposals ; but these, like so many of their 
past decisions, were of a nature which might have done good 
service a year ago, but now lag woefully behind hard facts. They 
told the Commission that they now accept the United Nation? 
partition proposal: of November, 1947, and accordingly propose 
that all Arab refugees from those areas of Palestine then allotted 
to them and since captured by the Israelis shall be returned to 
their homes forthwith. This, say the Israelis with some justice, 
is the equivalent—after attacking and losing ground—of saying 
that all you were fighting was a limited liability war. Nothing is 
likely to come, in public session, of talks in which there is so little 
common ground. 

In private, however, talk in common terms seems to be attainable 
between the Israelis and the more sophisticated Mediterranean or 
Levantine delegations—the Egyptians and the Lebanese. The 
Israelis are said to have told the former that, if Egypt will 
surrender the Gaza area (that is, the coastal strip which was to 
be Arab under the partition plan), Israel will take responsibility 
for settling the 200,000 Arab refugees there. Egypt does not want 
the land ; the refugees are an incubus to it. But how is it to tell 
its public that a war which is being presented as a victory has 
led to so little 2? And how is it to face Transjordan if it gives 
away a coveted coast ? 

It grows clearer with every day that, because the Arab states 
feel obliged to speak in tones that will impress other Arabs at the 
same table, the only route to settlement is by bilateral agreement. 
But it is equally clear that the Israelis would greatly speed the 
process if they were to join, financially, in the plans for paying 
for resettlement in Transjordan and Syria which are slowly— 
too slowly—taking shape in Washington and London. From Tel 
Aviv’s point of view as well as the west’s the money will be 
well spent. 


x * 2 


Plan for South Wales 


The Outline Plan for the South Wales development area, 
prepared by Mr Alwyn Lloyd and Mr Herbert Jackson, was 
completed two years ago, but only published this week [HMSO, 
42s.], together with comments by the Minister of Town and 
Country Planning. The Minister clearly does not accept the 
Plan’s economic assumptions—partly because they are noty out 
of date, but also because they envisage the possibility 
an increase in the population of South Wales which is not likely 
to take place. For both economic and social reasons, it is also 
to be expected (although the Minister does not say so here) that 
population will shift from the upper mining valleys to the southern 
parts of the coalfield and to the Welsh ports. This trend 
not be regretted, but it does create the problem of what to do 
with decayed mining towns whose pits have been worked out. 
The government’s policy of bringing mew industry to the regio? 
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the inducements offered in the development areas is sound 
in theory, but this does not justify choosing uneconomic sites 
or the new factories. On social grounds, too, there is a case 
for gradually closing down some of the older and drearier mining 
ownships which have outlived their usefulness by encouraging 
the population to move to more suitable centres within the same 
jon. The prosperity of South Wales should certainly be 
estored, but it would be unwise and pointless to imagine that 
cam or need be done on precisely the old pattern, 
The planners have ignored this challenge to their imagination. 
They assume that all the old centres will be kept in being and 
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many of them expanded ; for instance, Aberdare is expected to 
increase from 40,000 to 64,000, and it is suggested that a new 
town should be built at Pontllanfraith between the Rhymney and 
Sithowy Valleys. The Minister rightly doubts the economic 
feasibility of these proposals. He intends instead to make a 
sart with build'ng a new town at Cymbrun, near Newport, and 
pssibly another near the Treforest trading estate. These new 
wns would serve the needs of a growing industrial area, and 
would attract workers from the more derelict parts of South 
Wales. 

Despite industrialisation, the landscape of South Wales has 
many attractions. “[he plan proposes much that would assist its 
conservation, but here too it is open to criticism. South Wales 
certainly a suitable area for afforestation ; but the plan surely 
goes too far in singling out the hills above the mining valleys 
8 ideal for the unlimited planting of conifers. These valleys 
ilready suffer too much from claustrophobia. What they need 
8a skilful removal of the harsher works of man not of nature— 
the clearance of slums and the softening of such disfigurements 
8 coal-tips. his Outline Plan contains much useful information, 
maps and diagrams ; but it lacks imagination as well as realism. 
This is a pity, for South Wales has need of both qualities. 


* x * 


Exercise Britannia 


Last week the Staff College held an exercise for all the senior 
dficers of the Army, together with the senior officials of the Home 
Office and the other government departments concerned, to study 
dvil defence, The nature of the exercise has not been made 
public, but in an exceedingly ungrammatical communique the 
War Office has given an outline picture of the progress which 
tas been achieved in the planning of civil defence. It is obvious 
that the Army must regard civil defence as its secondary role 

itis ever to succeed in its primary job of fighting. The main 
curden must therefore be accepted by the civil organisations, 
indluding the police, the fire service, the national health service 
and the host of voluntary organisations which have a part to 
ply. The local civil defence organisation will take the first 

, and regional mobile civil defence forces (presumably a 
leserve of fire and rescue squads) which are to be set up will 
take the second. The Army, in the shape of mobile brigade 
soups, will act as the third line of reinforcements. 

_ As the communiqué rightly points out, the immediate necessity 
50 study civil defence closely so that the Army can determine 
% precisely as possible what in fact it will be called upon to do. 
The problem must eventually be defined in terms of clear-cut 

of command, liaison and communication, but this must 
Wait for the moment on the better organisation of the local and 
Tgional civil defence authorities. The sooner they can get on 
With this the better, for the success of civil defence depends partly 
first-class communications (in particular signal communica- 
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tions), and partly on the degree of confidence that exists between 
the different organisations—a confidence which can be created 
only by time and familiarity, The evidence at present is that 
the Army is taking its responsibilities more seriously than the 
civil authorities, 

But even if the interlocking of the civil and military areas is 
perfected at the ground level, there appears to be no attempt to 
Strengthen the links at the apex of the system. On the military 
side, the home commands are now responsible to the War Office, 
which is quite unfitted to assume command of what might have 
to become operational formations. On the civil side, the civil 
defence regions and local authorities are responsible to the Home 
Oifice, which has a host of other quite unrelated duties, If the 
necessity of defending the British Isles ever again became a serious 
possibility, it would be impossible to do without a GHQ Home 
Forces, for only a headquarters of this kind could effectively 
co-ordinate the actual conduct of civil and military defence. 


x * a 


Police and Crime 


The Government have done well to accept without cavil the 
recommendations of Lord Oaksey’s committee on police pay. 
The increase in salaries and pensions will cost about £ 4,000,000, 
half of which will be borne by local governments and half by 
the Exchequer. The rise in individual policemen’s salaries is 
not very large and there has inevitably been some disappointment. 
It is to be hoped that in the second part of its report, dealing 
with conditions of service, promotion and discipline, Lord 
Oaksey’s committee will suggest improvements which may com- 
pensate for the smallness of the rise in pay. 

The need for improvement is stressed in the annual report of 
H.M. Inspectors of Constabulary published last week. The report 
points out that although recruiting in general has been good, an 
abnormally large number of men have resigned during their first 
two years of service. Between June and September last year an 
intake of 1,984 recruits in the provincial forces was offset by a loss 
of 617 men who resigned before qualifying for pension or gratuity 
and of whom no fewer than 479 were probationers. Wastage on 
this scale can only mean profound discontent with the conditions 
of police service ; Lord Oaksey’s report and the Government's 
action on it have come none too soon. 

The public dependence on efficient and fully manned police 
forces is greater now than it has been for several decades. As 
the Inspectors of Constabulary show, crime is steadily increasing. 
The figures they give cover 1947 only, but the evidence in the 
annual reports of many chief constables indicates that the number 
of crimes committed in 1948 was the highest ever recorded in 
Britain. Suffering from a severe shortage of men, chief constables 
throughout the country have had to face an exceptionally difficult 
task, and they have consequently been trying to evolve new 
methods of policing, not all of which meet with the approval of 
H.M. Inspectors. 

The suggestion that a more carefully thought out form of 
“ operational research ” should be adopted, is eminently sensible. 
Trial and error methods have some advantages, but in the present 
situation of too few policemen chasing too many thieves, such 
methods run the grave risk of wasting effort and money in direc- 
tions which may later prove unprofitable. Experiments in new 
methods of policing should certainly be encouraged, but they 
should also be carefully controlled if they are to have any real 
value. The Home Secretary might well consider the setting up 
of a small group of men versed in the methods of “ operational 
research ” to observe police work in selected areas and then to sce 
what improvements they can achieve. 


* x * 


News from Cyrenaica 


At last someone in the ex-Italian colonies has been told 
something definite. No one deserves this tardy priority better 
than the Senussi of Cyrenaica. They had always hated the Italians, 
who found them much more difficult to subdue than the merchant 
Tripolitanians. During the Libyan campaign they co-operated 
gladly with the Long Range Desert Group ; they rescued, fed and 
piloted back to the British lines numbers of Britons who had been 
obliged to bale out in the desert. Mr Eden had good grounds 
for promising them in 1942 that never again would they be sub- 
jected to Italian rule. But, since then, no further firm news about 
their future had been vouchsafed to them. e 

This week, at their National Congress, the British Government 
has made a statement to them about their standing in internal 
matters. 





This recognises their Emir as the “head of the, 
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Cyrenaican government”; promises that such a government, 
“with responsibility over internal affairs,” shall be formed as 
soon as the Emir has discussed matters in London, and adds that 
in taking these steps the British Government “ wish to emphasise 
that nothing will be done to prejudice the eventual future of Libya 
as a whole.” On the whole, this document is more of a gesture 
than an innovation. No one has ever questioned the Emir Idris 
el Senussi’s headship of the Cyrenaicans. It is the more sophisti- 
cated Tripolitanians who question his capacity to lead Libya as 
a whole. The statement that to recognise his rule is not to 


1 prejudice the possibility of a United Libya will be read with a 


jaundiced eye in some Tripolitanian quarters. 
«The French were informed of the British intention to make 
step, and have made no comment. The Italians, though they 
cannot care for a move which runs far and away ahead of any 
such possibility in the much less homogeneous Tripolitania, can 
scarcely criticise it at a time when they are trying to return to 
the good graces of the Arabs. Undoubtedly it will be criticised, 
when the Assembly once more discusses the Italian colonies, as 
an attempt to steal a march on the United Nations. But does it 
do this ?. It moves Cyrenaica the step towards fulfilment of Article 
73 of the Charter that the Assembly has so far failed to move 
it. Above all, it starts to clear up the fog of ineffectual 
argument and intrigue which Uno has so insidiously spread around 
this problem—in which Britain has by conquest and by reason of 
seven years of satisfactory administration a right to a major say. 


* * * 


Pakistan and the Kashmir Plebiscite 


Since India and Pakistan agreed to accept the good offices 
of UNCIP (United Nations Commission to India and Pakistan) 
for the settlement of the conflict in Kashmir, the dangerous 
tension between the two nations has relaxed and the dispute itself 
has largely disappeared from the news. In the last few days, 
however, the embers of the quarrel have flared up again on 
account of the Indian allotment of four seats in the Assembly to 
representatives of Kashmir, to be filled by nomination by the 
Maharaja on the advice of his Prime Minister, This allocation 
of seats implies that Kashmir is already part of India and thus 
prejudges the verdict of the proposed plebiscite ; the move has 
naturally caused much indignation in Pakistan, but it does not 
go beyond Indian nationalist feeling on the matter, which is 
unwilling to contemplate even the possibility of Kashmir voting 
itself out of the Union. 

The Indian view is that the Maharaja has acceded to the 
Union in proper form, and that the Pakistan-supported Moslem 
rebel regime known as Azad Kashmir has no rightful standing ; 
the majority of the population is declared to support the union 
with India, but there is a marked reluctance to put this assertion 
to the test of an internationally supervised plebiscite. The argu- 
ment advanced by Mr Nehru is that as long as the Azad Kashmir 
authority holds part of Kashmir territory, refugees from that area 
cannot return and there are therefore no proper conditions for 
the holding of a plebiscite. But the same argument applies the 
other way round to refugees from the areas controlled by the 
Maharaja ; he would indeed be a bold Moslem who would now 
return to the region of Jammu, where so many of his co-religionists 
were massacred two years ago. In the circumstances the only 
fair principle for eligibility to vote in a plebiscite would be proof 
of residence within the borders of Kashmir before the civil war 
began, irrespective of present domicile—a difficult, but not 
impossible, condition. 

It should be clearly recognised, both in this country and in 
other countries which, as members either of the Commonwealth 
or of Uno, are anxious to see this deplorable dispute quickly 
and justly settled, that a valid plebiscite in such a territory as 
Kashmir is a serious undertaking. It may requ:re special funds 
for supplementary staff which ought not to be grudged. Passions 
have run so high on both sid:s of the quarrel that the outcome 
may be disastrous unless there are really adequate arrangements, 
both for supervision of the plebiscite itself and for the orderly 
conduct of any transfers of population which may afterwards be 
necessary. What is at stake is not only the solution of a most 
dangerous chronic tension, but Uno’s capacity to cope with an 


issue of this kind by ascertaining the freel d wish 
the local inhabitants, : pees 


* * * 


Congress of Czech Communists 


The ninth congress of the Communist Party of Czecho- 
slovakia, which was held in Prague last week, produced a strong 
mixture of rejoicing over past achievements, repentance over 
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present failings, and exaltation over a future of power and achiey 

ment for the party. Among the numerous and important fore; a 
delegates were Stalin’s deputy, Mr Malenkov, and representatives 
of the Cominform bureau in Bucharest, whose presence may bare 
been designed to give the lie to rumours—lately widespread 
that the Soviet Union has not the same interest in Czechoslovakia 
as in some of the other people’s democracies. And the show 
on, from the cascades of bunting in the streets of Prague to °h 
President’s feeling reference to the “ floods of blood” shed +a 
the Red Army for the liberation of Czechoslovakia, was douidien 
designed to prove to the Kremlin that Czechoslovakia, although 
the latest to enter the Soviet fold, is by no means ag iene 
President Gottwald, sometimes suspected of being a “ moderate.” 
made it quite clear that his country would never be guilty of 
any nationalist, Titoist deviation, and that “ nobody and nothin 
can wrench us away from the Soviet Union.” 

The chief internal problems that are agitating the Czech Com- 
munist leaders at the moment stood out sharply from the search- 
ing denunciation of past and present errors delivered by Mr 
Slansky, the secretary-general, and from the programme of action 
set forth by Dr Gottwald, as chairman of the party. Both 
in industry and agriculture things are happening that cause con- 
cern. Labour productivity is too low, costs of production too 
high, and quality imadequate. Dr Gottwald called on the 
nationalised industries to produce more and cheaper goods mote 
quickly than they had under the capitalists. The small and 
medium farmers are proving unaccountably stupid about the 
advantages of large-scale socialist farming ; there was a call for 
determined efforts to make them see the light, and to bring about 
the complete isolation of “the village rich.” Dr Gottwald’s 
demand that a new intelligentsia should be raised up “from the 
ranks of the people” was an indication of the extent to which 
recent purges have thinned the top ranks of the party, and also 
shows that the Czech Communists, like their comrades in Hungary 
and Rumania, are trying to base the party more firmly on the 
workers and less on professionals and intellectuals. A nice piece 
of class distinction is the new rule for admittance to the party, 
which provides that workers need serve as candidates for one 
year only, whereas everyone else must serve two years before 
being admitted to full membership. 

Perhaps the most important outcome of the congress was the 
violent challenge thrown out by the Communists to the Roman 
Catholic Church. Mr Kopecky, the fanatical but third-rate 
intellectual who is Information Minister, flatly denied the 
Vatican’s right to any jurisdiction in Czechoslovakia even over 
religious matters, and threatened that “traitors” would be 
punished “even if they wear holy cloths.” He announced too 
that the attendance of all children at state kindergartens would 
now be made compulsory. This is obviously a fundamental 
challenge which the Church and the parents must take up, for 
Mr Kopecky has made quite clear that he means to reserve to the 
State and Party 


The mission of conducting the entire State education in and out 
of school in the spirit of our ideology and in the spirit of our 
scientific truth of Marx-Leninist theory. 


* x * 


New Houses or Old? 


_The Housing Bill passed through the stages of Report and 
Third Reading last Monday. It is substantially the same Bill 
which was sent to Committee on April sth, and on the 
whole it has been sensibly discussed by both sides of the House. 
Considering that two clauses—dealing with loans by local 
authorit-es to house purchasers, and those permitting grants 
to private landlords to meet half the cost of reconditioning their 
houses—were controversial, the Bill had a smooth passage. Mr 
Bevan posed most skillfully as the defendant of financial ortho- 
doxy—“ no concealed subsidies from the rates”—and of the 
impoverished landlord, who is unable to meet his commitments. 
Indeed, Mr Bevan and Miss Lee, in spite of some connubial 
sparring, showed a most welcome amount of moderation and 
good sense. So far the Bill is one of the Government’s most 
concrete efforts at electioneering. 

The Opposition concentrated their fire on three points. First, 
they sought to eliminate from ihe housing programmes of local 
authorities housing for persons “ who appear . . . to be financially 
capable of obtaining housing accommodation by other means 
and defined financial capability as a disposable net income 
£420 a year. The amendment was defeated, but it left unresolv 
the problem of how, if local authorities are to encourage the pro- 
vision of “ balanced communities,” they are going to adapt ther 
rent policy to accommodating the middle classes. 
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Secondly, they objected to clauses which raise the ceiling 
for local authority loans to housebuilders from £1,500 to £5,000. 
This involved a frank defence of the building societies, and a 
spirited denial by Mr Bevan that the borrower from a _ local 
authority would get any concealed subsidy, but only the benefit 
of the lower interest rates of the Public Loans Board. It was 
cannily pointed out by the Opposition that, with the present pro- 
hibition on building larger houses, the benefits of the £5,000 ceil- 
ing were largely illusory. It would do nothing, at present, to 
add to the stock of middle-class houses. 

The third point of contention—the proposal to give grants 
to private landlords and to withhold them from cottages with a 
Service tenancy—was the most heavily charged with party feeling. 
Mr Chamberlain, Mr Alpass and Mr Thomas, with their references 
to “belted earls” and “shovelling out money to great land- 
owners,” reflected the old animosity of the working class to their 
landlords, an attitude towards the Bill which has also been 
refiected in local Labour parties. The fact that the tenants would 
be the chief beneficiaries is often overlooked by the extremists. 
One further point of general importance was touched on. The 
Minister re-emphasised that the first priority was new houses, and 
that the improvement of old houses was only intended to prevent 
housing resources from being wasted. But no one explained how 
this distinction would be effectively carried out. 


* * * 


More Smallholdings 


Smallholdings play an important part in British agriculture, 
and their number and importance will be increased when Part IV 
of the Agriculture Act comes into operation this October. At 
present nearly half a million acres, providing 28,764 holdings, are 
owned and leased by local authorities for this purpose, many of 
which are worked intensively, and have a higher output per acre 
than the average farm. Encouragement of smallholding by the 
Government dates back to 1892; but hitherto it has been 
prompted by other than agricultural considerations—in particular, 
the establishment of ex-Service and unemployed men. 

The aim of the new policy is to provide smallholdings only 
for experienced workers ; the Act requires farm workers to be 
given first claim on all vacant holdings, and the first report of 


The Perfect Freedom 


The condition of the French, who have taken the lead in 
revolutionising Europe, is peculiarly interesting. Politically, 
though the suffrage was extremely limited and the press was 
restrained, they have for some years been better off than most 
other continental people ; and therefore the great changes 
they have made, though they have taken political names, 
and have been initiated by the ambition of political leaders, 
have had a social rather than a political origin. They were 
primarily and mainly caused by the misery of the people, and 
the republic, as well as socialism and communism, all grew 
from an uninformed desire to amend that. . . 

Revolutions, as a matter of course, always proceed from 
uneasy and discontented classes, who may be discarded 

_ courtiers, ousted politicians, idle soldiery, an outraged party, 
or the bulk of the people. The former may be restored to- 
place or power by political revolutions, but they invariably 
augment social disorders, and aggravate the discontent and 
misery of the latter. To the chroni~ evils of poverty and 
want they add the annihilation of credit, the cessation of 
productive employment, civil strife, confusion, and anarchy, 
generally followed by the sharp pangs of famine. . . . The 
conclusion to which al] this leads is certainly somewhat 
disheartening. The wretchedness of the people brings 
about revolutions, and revolutions increase the wretchedness. 
It might seem, therefore, that there is no cure, no alleviation 
even of that wretchedness that alternates with revolution. 
Our own example suggests the solution of the important 
problem. We have escaped the storm almost unscathed, 
because our Government has itself begun the process of 
reform, and has set industry free. That, then, is the course 
to pursue. Whatever promotes the genera] well-being of 
the masses is preventive of revolution, and the conflicting 
examples of France and England convince us that protection 
is hostile to that well-being, which can only be found in 
perfect freedom for every honest industry. 


The Economist 


June 2, 1849. 
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the Smallholdings Advisor* Council (HMSO, 1s. 3d.) suggests 
that only applicants who have done five years’ work on the land 
should normally be considered. At present, farm workers have 
very littl chance of improving their position, and it js hoped 
that an ample provision of smallholdings will give to ambitioys 
workers a ladder of advancement to independent farming. To 
this end the Council propose that part-time holdings should no 
longer be provided ; that holdings should be larger than pre- 
viously, approximating in most cases to the statutory limit of so 
acres ; that the land purchased should be of good quality and 
suited to its purpose, and not consist of random lots ; that 
holdings should be grouped together and co-operation between 
the tenants encouraged ; and that holdings should be sufficiently 
large and well-equipped to yield a net annual income of £400 to 
£500 to a reasonably efficient tenant. 

This policy is a great improvement on previous smallholdings 
legislation, and properly applied it can secure good results in 
terms of agricultural output as well as of farm experience. But 
despite the conditions proposed, many new holdings will be 
required. Considerable capital investment will be needed from 
public funds. The provision of smallholdings will mean the 
acquisition, often by compulsion, of much good land that is 
already being farmed in larger units, of a more efficient if less 
intensive character, and it may involve the break-up of some large 
estates. There is much to be said for peasant proprietorship in 
other countries, but—given the present organisation of British 
agriculture—it would be undesirable to see it indiscriminately 
and expensively created in Britain. 


* * * 


Vindicating the Rule of Law 


The release of Mr Gerhardt Eisler, and his enjoyment of the 
status of an “ ordinary visitor ” in the country which he entered in so 
sensationally undignified a posture, has occasioned understandable 
expressions of resentment in the United States and equally under- 
standable displays of triumphant self-righteousness from the Com- 
munists. It would be pleasant to think that Mr Eisler’s experience 
might give him (o1 his counsel, Mr D. N. Pritt) a new notion of 
the respective merits of the rule of law and of raison d’état. But 
the odds are that he and his friends attribute his release to some 
subtle desire of the British satellites to double-cross their Wall 
Street masters or even to the displays of massed might by the 
Communist Party of Great Britain. 

American reactions are another matter. Mr Eisler had 
admittedly made false statements carrying legal penalty and he 
had jumped his bail. It was to America’s advantage, and for that 
matter to the advantage of the whole free world, that neither he 
nor any other Communist agent who might think of following his 
example should get away with it. But he has been set free, and 
thereby has vindicated British justice. Treaties of extradition are 
not blanket undertakings by each of the contracting Powers to hand 
over any individual whom the other may wish to see returned to 
its jurisdiction. They relate to an agreed, definite and exclusive 
list of offences. Perjury is an extraditable offence under the Anglo- 
American extradition agreement ; making false statements other- 
wise than under oath is not. Mr Eisler was held not to have 
committed perjury ; he was, therefore, not a fit subject for extra- 
dition. To have handed him back to United States justice on 
grounds of political expediency, however strong the political 
argument, however implicit the trust to be placed in 
that justice, would have been a denial of the rule of law and of 
the rights of the individual under the law. In fact the disagree- 
ment of the British and American authorities over the disposal 
of Mr Eisler is a vindication of those principles on which America 
and Britain stand most closely united against the totalitarians 
whom Mr Eisler represents. 


* * * 


New Belgian Trade Policy ? 


It has been a common complaint among some of Belgium's 
franc-hungry neighbours that if the Belgians would only buy 
more from them and less from America, then Europe coul 
afford more Belgian goods. To this Brussels usually replied that 
importers were free to purchase goods in whatever markets they 
liked, and were guided purely by considerations of price and the 
tastes of the Belgian public. Judging from recent trade returns, 
however, the Belgo-Luxembourg Union has decided that trade 
cannot be left entirely to the free interplay of natural forces. 
The Belgian authorities now appear to be deliberately stimulating 
exports by a policy of heavier purchases from non-dollar sources 
which will put more Belgian francs at the disposal of Europe? 
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tions. In short, Belgium is now using its imports to create 

rt markets. 

Thus between 1947 and 1948, when imports from the United 
States were reduced by frs. 7 milliard to frs. 15.6 milliard, imports 
fom other sources were frs. 9 milliard higher at frs. 71.8 milliard, 
The switch in imports has particularly affected trade with 
Trizonia, Which has now become Belgium’s third largest customer, 
uking in the first quarter of this year frs. 1,968 million of Belgo- 
Luxembourg exports as compared with frs. 3,267 million in the 
whole of 1948. Belgian exports to Trizonia consist mainly of 
nilway Wagons, steel, copper and textiles. y 

Another country with which Belgium has sought to increase 
wade is the USSR, and as a result Belgian exports to Russia are 
gow running at double last year’s rate. Parallel influences are 
gimulating exports to Italy, Venezuela, Uruguay and, to a lesser 
atent, Portugal and Brazil. Another case in point is the recent 
yade agreement with Spain, providing for almost a trebling of 
Belgo-Luxembourg exports. Meanwhile, Belgium is considerably 
increasing its exports to the United States, chiefly by sales of 
gel of which it is now supplying nearly 50,000 tons monthly. 
With steel surpluses already appearing on the American horizon, 
however, these exports cannot be expected to continue. 

It is generally agreed that the Intra-European Payments scheme 
has not accomplished all that was hoped in the way of stimulating 
Beigian exports. With only some four weeks of the ERP year still 
tun, nearly a third of the net “drawing rights” (grants to 
European debtors) on Belgium have not been used. There is also 
igrowing conviction that in the coming year these drawing rights 
wil be even smaller, and that the number of “ conditional 
dollars” which Belgium receives in return will be correspond- 
ingly less. “This reduction would entail an even more determined 
efort to maintain the export trade by other means, and would 
require further attempts to increase exports to the United States 
oto reduce imports from America. It is difficult to see how 
imports could be cut substantially, since, contrary to popular 
belief, Belgian imports from America consist mainly, not of 
luxuries, but of such items as wheat, raw cotton and machinery. 
Another dark spot is the fact that Belgian export efforts have 
not had any very notable effect on the level of domestic un- 


Letters to 


American Recession 


$ir,—I wish I could accept Mr F. J. Atkinson’s optimistic 
assumption in The Economist of May 21st that relatively small 
governmental expenditure would inflate demand cumulatively at 
ech transfer from hand to hand—as though a cupful of water 
poured into a swirling bucket of water would be miraculously 
increased at every rotation. Nor do I feel great confidence in the 
Keynesian concept according to which a small volume of new 
money might cause a different balance to be reached between 
investment and saving in which total money demand would be at 
amuch higher level. In view of the time that economic balance 
ukes to re-adjust, this concept seems to be more suitable for a 
tudy of history than for application to the hurly-burly of the 
ican economy. 
On the other hand both practical and theoretical economists 
will probably agree that a small injection of new expenditure 
a the right time and in the right place might well bolster confi- 
dence in furure demand in such a way as to nip a major recession 
inthe bud. No doubt it is this sort of argument that enables us 
ill to sieep nights at the present time, but our eagerness to grasp 
a any comfort should not blind us to the difficulties of putting 
wh an expedient into effect. There are indeed three important 
nd difficult questions requiring answers—How shall the right 
lime be distinguished ? How shall the right place be distin- 
And how shall such expenditure be prevented from 
ing a permanent and disturbing element in the nation’s 
cconomy > 
The last time the United States Government took economic 
on this sort of issue the result was not a success largely 
se the American ecohomists failed to take all the relevant 
factors into account. In view of this recent disaster it is perhaps 
tmarkable that that Government should still take notice of 
theory,, but I believe they do, and economists should 
Make good use of this second chance.—Yours faithfully, 


3555 Atwater Avenue, A. M. LESTER 
Montreal, Canada 
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employment. At mid-April the total figure for unemployment 
Was 220,286 as compared with a daily average of 252,751 in 
December, and represented about 11 per cent of the insured 
population, This is a situation which is regarded as disquieting 
rather than critical. It may well be that the new import licensing 
powers will have to be used to mitigate any further increase, but 
ee still hopes to solve the problem by an increased export 
trade. 


Shorter Notes 


In a Note on the East African groundnut scheme in The 
Economist of May 14th it was stated that “ruthless dismissals 
without regard to contracts ” were made of some of the employees 
of the Overseas Food Corporation. We are glad to learn, on the 
highest authority, that this is not so and that though there have 
been dismissals, there has been no breach of contract. 


* 


According to parliamentary answers given by Mr Bevan last 
week, the Dental Estimates Board employs 757 persons, of whom 
only seven are qualified dentists—shortly to be increased to eight 
The average number of dental estimates received daily in respect 
of treatment requiring the prior approval of the Board is 11,000. 
Thus, it seems that either this approval is being given by the 750 
unqualified persons, which would be just cause for resentinent by 
dentists practising in the health service, or else approval is a mere 
formality, for obviously eight people cannot give proper attention 
to a daily load of 11,000. Whichever the case, it strengthens the 
argument for abandoning altogether the system of prior approval. 

x 


It has been decided to abandon the Budget proposal to increase 
telephone rentals. The reason is that it would have meant either 
new legislation or the sending of an individual notice to more than 
three million subscribers asking them to accept a new contract, 
which would have entailed a “substantial call on manpower.” 
The increased charges for telephone calls will, however, be intro- 
duced as proposed, although in last week’s debate speakers on 
both sides of the House deplored the raising of revenue by means 
of increasing the price of a public utility. 

oO 


the Editor 


Dentists’ Fees 


S1r,—I hesitate to write as yet another dentist, but I am really 
surprised at your somewhat loose comparison of the money values 
of a doctor and dentist. There are two reasons why a filling 
should be 17s. 6d. One is that it is for work actually done, and 
not payment for a patient who may never be treated. Secondly, I 
may mention that the equipment of my surgery has cost me nearly 
£2,000, apart from my own possible money value and other over- 
head expenses. 

There is yet another aspect of a doctor’s pay which is not 
mentioned. That is the £60 million set aside for compensation. 
A dentist in the health service gets no compensation, and the 
goodwill of the practice is now unsaleable. After thirty years’ 
work I now find that I have no assets in the practice.—Yours 
faithfully, 

Essex DENTAL SURGEON 

[Under national health insurance, the average number of items of 
service performed by a doctor for each of his panel patients was 
between three and four a year. The number has probably increased 
since the health service was introduced,—Epiror.] 


The Danger Line 


Sir,—Your article headed “The Danger Line,” in The 
Economist of May 21st finds occasion to criticise Trade Unions 
for being more interested in particular freedoms than in liberty 
as such. But is it not an outstanding lesson to be learnt from 
our own history that the institutions which have served most in 
the west to make “liberty ” in the singular possible, have in fact 
had their origin in the struggles of particular groups of men to 
preserve or acquire particular “freedoms”? And is it not equally 
clear, both from our own experience in the seventeenth century 
and from contemporary experience in Europe, that when organised 
groups of men start talking about abstract “liberty,” that is the 
time when liberty of any sort is most threatened ? 

Liberty as one of the highest values is surely an “ absolute” 


which can only be fruitfully discussed in connection with the 
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individual soul, on the highest philosophic or religious plane. It 
is of the nature of political action, or indeed of group action of 
any sort, to be concerned with motives of power and with other 
motives not of the highest. To drag the concept of liberty too 
far into such a dusty arena can mean only its debasement. But 
where group action is concerned with particular freedoms, it is 
always possible to hope that the conflict between the groups 
fighting for such freedoms will be a fruitful conflict, which will 
end in conditions that make the pursuit of true liberty possible 
for individual persons. 

But if it is said that under modern conditions such conflict can 
no longer be fruitful: if the struggles of social groups must now 
inevitably embrace abstract principles, and we must now organise 
a party “in support of liberty,” then surely it is already too late 
and the cause is lost ?>—Yours faithfully, R. K. HOLLOWAY 

Byrnan, 4 Mill Lane, 

Penywern, Neath 


The John Lewis Partnership 


Sir,—Your note of May 28th on this partnership was headed 
“ Co-Partners and Communists.” This implies an organisation 
in which capital hires labour at market-rates and gives to labour 
some share of any profit. In the John Lewis Partnership labour 
hires capital and keeps all the profit. You declare that the 
Council of the Partnership were guilty of illiberalism in proposing 
to enquire the political views of would-be members and to exclude 
any who declare themselves to be Communists. Partnership 
must be a relation of trust and should be a relation of affection. 
Why should partners in a private enterprise, even though there 
be thousands of them, be expected to trust and to work zestfully 
for the advantage of people engaged in an open conspiracy to 
bring upon this country the fate of Czechoslovakia ? 

You say that responsibility for such a major decision of policy 
“obviously does not genuinely rest with the rank and file.” By 
these last words you presumably mean all those whose member- 
ship is terminable by the management. The Council, of whom 
two-thirds are elected yearly by secret ballot of the whole Partner- 
ship, were informed in public print that, so long as their decision 
16 admit or exclude applied to all totalitarians, such asgFascists, 
and not to Communists alone, the Partnership would be governed 
by that decision. The management would accept it. 

You declare that “the least important question, though one 
on which much limelight has been concentrated, is that of the 
essential nature of the John Lewis Partnership.” To a careful 
reader that assertion was, I think, contradicted quite sufficiently 
by the next half-dozen of your own sentences. 

Though you here printed the word “partners” in invertea 
commas, you would, I think, agree upon investigation that they 
are just as much partners as, say, the junior partners in a great 
firm of accountants. 

Our partners have a contractual tenure. They get the whole 
of the profit. By elaborate devices, of which the present cost 
is about £30,000 a year, they have extreme freedom of speech 
in the conduct of the business. Through their Council and a 
whole network of subordinate councils and committees they have 
in the executive management a share that is substantial and that 
is intended to grow as far as possible. 

For the last twenty years their right to the profit has been 
secured to them by an irrevocable settlement in trust. But for 
the war the Partnership’s development would by now have 
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reached, as in due course it will, the stage of a second settlement 
completing the first and making impossible your assertion that 
“major decisions of policy,” such as this, “obviously do not 
genuinely rest with the rank and file,” whose decision nevertheless 
was given by secret ballot on May 30th after, I am informed 
five hours of strenuous discussion and, having been given, wjjj 
prevail, unless the Partnership is somehow coerced. —Youys 
faithfully, J. SPEDAN Lewis 
35, Cavendish Square, W.1. 


Labour and Insurance 


Sir,—In a letter in The Economist of May 28th, R. J. Kirton 
and Lewis G. Whyte assume that the Investment (Control and 
Guarantees) Act, “ gives the Government fully effective contro] 
over investment.” 

I would point out that while the Act allows the Treasury to 
guarantee loans for the reconstruction and development of industry 
up to a maximum of £50 million in any year it does not, in itself 
solve the problem of long-term full-employment investment.’ 

As The Economist of February 9, 1946, rightly points out, “ the 
pre-condition of the Government’s long-term investment policy 
must be conceived in terms of a deficiency of demand for new 
capital formation in all years except boom years,” and the problem 
will be, “ to ensure the spending of industry’s resources upon new 
plant and equipment by every possible encouragement, cajolery 
and incentive.”—Yours faithfully, J. R. W. Wurrenouse 

Lincoln College, Oxford 


Life Annuities and Taxation 


Sir,—Mr Andrew R. Davidson, in his defence in The Economist 
of May 7th of the Inland Revenue’s view that the whole of a life 
annuity should be subject to income tax, puts forward the case 
of a man who spends £1,000 in the purchase of an annuity-certain 
and another £1,000 in the purchase of an immediate life annuity. 
Should this person die before having received any payment under 
either contract, then the present value of the future annual pay- 
ments under the annuity-certain will be brought into his estate 
and will be subject to Estate Duty, whereas under the life annuity 
no Estate Duty is payable, since there is no capital left in the 
estate. “Is it reasonable,” says Mr Davidson, “to expect the 
Inland Revenue to regard the capital as being in existence for 
the purpose of avoiding income tax when it is in fact not available 
for assessment to Estate Duty ?” 

The Inland Revenue is, in fact, only asked to regard as capital 
a proportion of the payments actually made under a life annuity ; 
if no payment has been received at all the Inland Revenue has 
not been asked to regard any capital as being in existence for the 
purpose of escaping income tax. Furthermore, Mr Davidson has 
not taken a typical case. Annuitants, to the sorrow of the 
assurance company, do not die immediately they have effected 
their policies. As the counterpart to Mr _ Davidson's 
hypothesis, suppose the man lives twice his expectation of 
life ? He has none of his annuity-certain left when he reaches 
his expectation of life and has to spend another £1,000 in order 
that the income therefrom should keep pace with the life annuity. 
This time his estate is reduced by £1,000 because of his purchase 
of an annuity-certain.—Yours faithfully, A. W. JOSEPH 

Assurance Buildings, Steelhouse Lane, Birmingham, 4. 





Spotlighting Waste 


Administrative costs rise imperceptibly, 
but steadily. Every unnecessary record, 
every needless clerical operation pushes 
costs up. Our new booklet “500 Un- 
necessary Miles’ tells how we can help 
you to get them down. Why not write 
for a copy? Consultancy Division, 
Remington Rand Ltd., Dept. 3, Common- 
wealth House, 1-19 New Oxford Street, 
London, W.C.1. 





Time for Sale 


Do you ever have to rush your reading ?_ Are papers in the unfortunate habit of 
piling up on your desk, unread or only glanced at ? Have important news ome 
sometimes escaped your attention, leaving you ill-informed or not quite tp to ¢ ate : 


Let it worry you no longer. All you need is KEESING’S —the modern news-plas- 
reference service which keeps you constantly “ au courant” with current affairs 1p 
Economics, Politics, Social Questions and builds you an authentic (and handsome) 
Work of Reference on the history of our time. 


At a moderate annual subscription you receive every week the whole orcas 
important news items from the leading newspapers, official press releases, * 


documents, etc., not only of this country but from all over the world— oy i 
condensed to their salient points for instant absorption, all cut and dried for future 
reference, complete with “ living ” Index. ! 
KEESING’S team of experienced diarists—with no axe to grind —have lnshione’ 
this tool to save you many hours of reading each week, while keeping you a wie 
right up to the mark on all the vital national and international developments. ; 
the ideal Service for modern man of no leisure, the very solution of your ow 
no-time-for-reading problem, 


Keesing's Publ. Ltd., Keynsham, Bristol. Please send free details of your service. 


Name....cs-e+0 i nee 





7 
a, 
e 

be: 





THE BCC 


HE s1 
for a 
intense as 
his death, 
career am 
husiness 0 
Cain spok 
picions of 
jealous, ut 
vultures 01 
days later 
Energy Ci 
position ”” 
ing and ca 
national s 
There < 
usually in 
the vilific 
who accer 
United § 
selves. O1 
a barrage « 
sation on 
House is i 
by dramat 
gations at 
ficial is | 
foodlights 
press and | 
groups of 
mentators 
chosen ta 
American 
flame of t 
tely, A 
and Mr. | 
first grou] 
son and 
the secon 
who attac 
who hav: 
Many a 
imong th 
Pegler, w 
sue 
Pearson. 
The la 
strict in t 
tobust po 
San acce; 
cans who 
before th 
ar 
in 
ot gossip 
ae intere 
opponent. 
them accg 


hat 
not 
ess 
ed, 
vill 
urs 


ow 


on 
nd 
rol 


iry 
elf 


? 


icy 
ew 
em 


ery 





i 


UN ee ene ea 


THE ECONOMIST, June 4, 1949 





AMERICAN SURVEY 





The Hounding of Public Servants 


(From Our American Staff) 


HE suicide of Mr James Forrestal has been the occasion 

for an outburst of soul-searching and breast-beating as 
intense as it will probably be short-lived. On the morning after 
his death, both Houses of Congress paid their tribute to his 
creer and his character before returning to their unfinished 
ysiness of hounding Mr David Lilienthal out of office. Senator 
Cain spoke bitterly of “the poisoned pens and unclean sus- 
ions of those who were mean and little, uninformed and 
alous, unpatriotic and destructive” and “ those who live like 
witures on the red blood of men who are true patriots.” Three 
days later he was demanding that the Chairman of the Atomic 
Energy Commission, Mr Lilienthal, “ be required to resign his 
psition ” following his “ shock- 
ing and careless disregard of the 
ational security.” 

There are two different, but AWAY 
usually interrelated, sources of Ry 
the vilification to which men | P 
who accept public office in the 
United States expose them- 
elves, One is Congress, where 
abarrage of innuendo and accu- 
ation on the floor of Senate or 
House is interrupted at intervals 
by dramatic committee investi- 
gations at which the offending 
whicial is cross-examined under 
foodlights. The other is the 
press and radio, where two small 
groups of columnists and com- 
mentators carry on their self- 
chosen tasks of guarding the 
American way of life and the 
fame of the New Deal respec- 
twely. Mr Westbrock Pegler 
ad Mr. Fulton Lewis lead the 
first group and Mr Drew Pear- 
on and Mr Walter Winchell 
the second. It is the last two 
who attacked Mr Forrestal and 
who have been assigned by 
Many a share in the tragedy, 
Mong their accusers being Mr 
Pegler, who has immediately 
wen sued for libel by Mr 
Pearson, 

The laws of libel are not 
wnict in the United States and 
tobust political pamphleteering 
San accepted tradition, Ameri- 
ams who run for elective office are used to abuse, even 
before they reach Washington. But political pamphleteering 

an election is one thing ; what Mr Hanson Baldwin 

in the New York Times “ the corrosive personal abuse 

at gossip and keyhole commentators ” is another. Such men 
ue interested in filling their pockets, not in defeating a political 
t, and, in the course of making their living, many of 
accept patronage, as pamphleteers have always done, but 
‘cept it in the form of information rather than money. It is 
when the information, and the consequent expectation of reci- 
Peal support, comes from men intent on driving their rivals 

€ that the system becomes dangerous. 
Y men in public life, less seasitive or less depleted of 





“Hell With The Uranium — Here’s What We're After” 





Reproduced by permission of the Washington Post, 


reserves by years of overwork than Mr Forrestal, have had to 
take as much abuse as he suffered and have done so without 
apparent effect. Woodrow Wilson, Franklin Roosevelt and 
Mr Herbert Hoover, among recent Presidents, and Harry 
Hopkins, among appointed officials, all suffered considerably 
more. But in Mr Forrestal’s case there was a complicating 
factor, a question of loyalties—his loyalty to the Democratic 
Party and Mr Truman’s loyalty to him. He was accused 
of doing nothing to help in last autumn’s election, but he had 
good reason to complain himself of the lack of support and 
even of the open hostility of some in the White House. The 
President, in his first campaign speech, said that “the Wall 
Street reactionaries ... want to 
increase theiy power and their 
privileges, regardless of what 
happens to the other fellow. 
| They are gluttons for privilege.” 
He neither excepted those from 
Wall Street who were serving 
him well (Mr Forrestal and Mr 
Lovett in particular), nor did he 
call on them to resign, before 
using them as targets. Mr 
Truman’s loyalty to his personal 
friends—Mr John Snyder and 
ex-Governor Wallgren, for ex- 
ample—is intense ; but he seems 
unable to understand, or un- 
willing to consider, the impact 
of general statements. 

Mr Forrestal never had to 
undergo the kind of investiga- 
tion which is becoming part of 
Mr Lilienthal’s daily routine. 
Perhaps because he was under 
steady fire from the Left, 
Congress left him alone. (His 
successor has not been so lucky; 
Mr Johnson has been Secretary 
of Defence less than two 
months and already an order 
for aircraft from a firm with 
which he recently had a close 
connection is being questioned.) 
Two years ago, when Mr Lilien- 
thal was appointed, the fight 
over his confirmation went on 
for weeks, and it was even sug- 
gested that he might be a Com- 
munist because his parents had 
been born in Czechoslovakia, though they had left it while it 
was still a part of the Austro-Hungarian Empire. Those Senators 
who then voiced against him have been biding their time ; their 
chance came when a Chicago laboratory lost a small quantity 
of U-235 (of which all but one-seventh, 3.49 grammes, was 
recovered in a container of waste). The New York Daily News 
discovered the loss just at the moment when one of a group 
of research fellows financed, but not chosen, by the Atomic 
Energy Commission was found to be a Communist. These are 
but the excuses, however, by which it is hoped to remove 
a man too liberal for most of the Senate and substitute military 
for civilian control of the development of atomic energy. 

Investigation of such incidents may be desirable but the 
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‘method by which Congressional Committees carry them out is 


certainly questionable. The impression of those who have 
watched the Joint Atomic Energy Committee at work is that 
many of its members are less interested in getting information 
than in getting Mr Lilienthal. He is not the only quarry. Mr 
Acheson was under fire before the Senate confirmed him as 
Secretary of State and, during the week before he left for Paris, 
when it might have been thought that his preparations for the 
meeting of the Council of Foreign Ministers were of overriding 
importance, he was told by Senator McCarran, chairman of a 
sub-committee of the Appropriations Committee, to be ready to 
appear whenever summoned to argue the State Department's 
case for its annual budget. Mr Wallgren never was confirmed 
and has now persuaded the President to withdraw his nomina- 
tion: it is probable that the Senate Committee was right in 
refusing to confirm his appointment, but the irrelevant accusa- 
tions made during the hearings were certainly not justified. 

The time may be coming when it will be impossible to find 
good men willing to expose themselves, however great their 
patriotism, to the treatment they get from the country’s legis- 
lators and some of its press. Even more serious is the effect 
that this treatment has on all who suffer it, an effect which 
varies with the individual. In one case it may lead to a policy 
designed primarily to disprove the accuracy of charges which 
have been made ; in another it may inhibit decisions of any kind 
which might subsequently be questioned ; it may produce a 
sense of persecution or a mood of exalted martyrdom ; it can, 
as has been seen, lead to suicide. What is sure is that nobody 
comes through it without undergoing some change, that from 
each one some small piece of his worth, though it may be only 
3.49 grammes, has been taken. 


Empire State and Island City 


[FROM OUR AMERICAN STAFF] 


WueEn the departure of Mr Dewey, the Republican Governor 
of New York State, for London and Europe was first announced, 
it was said that the trip had no other significance than that he 
wanted a vacation. It may also be possible that the recent 
decision of Mr O’Dwyer, the Democratic Mayor of New York 
City, not to stand for re-election has no other meaning than that 
he too wants a vacation amid cleaner air than that maintained in 
City Hall by Tammany, the old-fashioned Democratic machine 
in Manhattan. But the Governor told reporters on sailing that 
he was going “ to study the workings of the European economy,” 
and the Mayor told insurgent Democrats that the party needed 
newer ideas than those prevailing in district clubhouses. Read- 
ing these pronouncements even the most innocent citizens may 
be forgiven if, in spite of Mr O’Dwyer’s protests, their thoughts 
turn toward the next election. 

Mr Dewey’s desire for the Presidency was not lessened by his 
defeat last November. If he can make New York State a 
dependable Republican stronghold, it may strengthen his posi- 
tion with a national party not prone to tenderness towards 
beaten leaders. Mr O’Dwyer was born in Ireland, a Brooklyn 
politician who emerged from the war a Brigadier General, and 
came to the Mayoralty with Tammany’s support, but pledged 
himself to reform its more Augean ways. In this he has not 
been too successful. When recently he snubbed the local 
Jeaders and threw in his lot with the national party, it was 
assumed that he wanted a second term. His announced with- 
drawal has not quieted rumours that he has an eye on other 
offices. Mr Dewey, eager that Republicans win all possible 
local elections, is expected to stand for a third term as Governor 
in 1950, unless he should decide to contest, perhaps with 
Mr O'Dwyer, the seat in the Senate which the ailing Mr 
Wagner has so far refused to give up. By that time, the next 
Presidential election will be on the horizon. (Meanwhile, this 
European trip will give him the personal touch with foreign 
matters which he has had to leave to Mr Dulles.) 

The strained relationships which customarily prevail between 
the Governor of New York and the Mayor of the State’s greatest 
city are due only in part to clashes of personality and the rival- 
ries inherent in party ambition. In its own eyes, New York is 
the Empire State, well organised to fit modern needs, well run 
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during most of the twentieth century—a State which believes in 
centralised control and which allows to the cities it charters only 
as much “home rule” as they can manage to extract from 3 
grudging legislature. From the national point of view, jr js 
the twenty-ninth State in point of size, and the first in point of 
wealth and population. It sends 4§ representatives to 
Washington to sit in a House of 435, and every four years jt 
elects 47 to vote for President in an Electoral College of 531. 
In both cases, the New York State delegation is the largest 
from any State. 
Because of the State’s size, its wealth, and the calibre of 
citizen it attracts, its effect on the national government is great, 
It has sent only four native sons to the Presidency, but its 
adopted sons are frequent, and sometimes successful, con- 
tenders. The governorship of New York has come to be a 
recognised springboard to Presidential nomination, and the State 
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has furnished both the Cabinet and the Supreme Court with 
some of their most distinguished members. It has also supplied 
the nation with new ideas on the scope and methods cf govern- 
ment. Since the reforms in the State’s constitution which fol- 
lowed scandals early in this century, the men who have sat in 
the governor’s chair have learned to work within the framework 
of a centralised pattern. It is no accident that Franklin D. 
Roosevelt took to Washington both the executive commission 
as a device of governing, and a leaning toward a higher degree 
of centralisation than certain other States like. He had learned 
both in Albany. 

In terms of national politics, the State used to be counted in 
the Republican column, but its record since 1933 has been 
changeable. Its political geography reflects to a certain extent 
its economic geography, but other elements blur the pattern. 
Almost as large as England, New York looks on the map to be 
an inland State until one notes the angle in the coast line, which 
gives it the great salt water harbour of New York at the mouth 
of its largest river. Its northern border is formed, for the most 
part, by the navigable waters of two of the Great Lakes and 
the St. Lawrence River, with Canada on the opposite shores. 
These salt and fresh waterways have brought it a population of 
some thirteen million, including people of most of the nation- 
alities of Europe and many who come from Asia and Africa. 
The State’s financial capital is, of course, New York City, but 
its political capital is Albany, a comparatively smal] and con- 
servative town located a hundred and fifty miles upstream on 
that same Hudson River at whose mouth Atlantic liners come 
to berth. North of Albany rise the Adirondack mountains, 
useful to the paper pulp industry, but more useful to summer 
visitors. Westward for three hundred miles roll rich farmlands, 
watered by ample rivers, and great lakes. Fields are fertile, 
farm buildings well painted, cattle sleek, and politics conserva- 
tive Republican. 

In the industrial cities which smoke along the waterways; 
Republicanism is not so sure. In spite of its position as gateway 
to the farm belt, the State capital votes Democratic and a com- 
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retent political machine sees that it continues to do so, no 

who sits in the Governor’s chair. Rochester, dominated 
ty industrial interests, still votes Republican. So does Syracuse, 
in conformation with the old tradition that “ upstate ” was 
aways Republican, and New York City always Democratic, 
Buffalo, the second largest of the State’s sixty-two chartered 
cities and home of a considerable Polish immigration, swings 
back and forth from the Democratic to the Republican column 
in obedience to an inner compulsion which seems to baffle 
jocal politicians. 

New York City also is less predictable than it used to be. 
Tammany Hall set it in the lap of the Democratic Party a century 
igo, when there was some doubt whether the local machine or 
‘he national party was the stronger. Tammany and Democracy 
were synonymous in New York until the advent of Franklin D. 
Roosevelt, when a series of investigations culminated in scandals 
which made any connection with the old machine a national 
undicap. In 1933 President Roosevelt, himself a Democrat, 
refused to trust Tammany to spend federal funds, and a Repub- 
ican Mayor, Fiorello La Guardia, was elected on a reform plat- 
fom which sustained him for three terms. The reign of the 
Irish in high metropolitan places gave way to the reign of the 
Italians, and a long feud took a new turn. During those Jean 
years the Tammany leaders made various gestures towards 
reform, but they were merely the successors and imitators of 
political giants, and they lacked strength, skill, and the 
patronage with which political machines are greased. Also, the 
talance of voting power had moved from Manhattan, where 
Tammany was entrenched, to the outlying boroughs of Brooklyn 
and the Bronx, where other leaders had other methods. 

The machine’s disintegration became evident when young 
Mr Franklin Roosevelt, running in a by-election on two weak 
tickets (Liberal and Four Freedoms), defeated Tammany’s 
candidate for the House of Representatives. After that demon- 
stration of how the gears had slipped from the bosses’ hands, 
Mr O’Dwyer’s defection was inevitable, but, in a city-wide 
dection, he could not hope to duplicate the success of young 
Mr Roosevelt in a local fight. To accept Tammany’s support, 
to run for Mayor on the Democratic ticket without it, were 
iternative ways of committing political suicide. Mr O’Dwyer’s 
decision to withdraw throws the city election open to the Repub- 
tans and the Fusion forces that put Mr La Guardia in office 
in 1933. But so complex is the situation that this does not 
mean that the titular Republican chief, Governor Dewey, will 
thoose the candidate. City politics are one thing, State politics 
another ; while their connection is close, it is that of two con- 
nding giants rather than that of the part and the whole. 

For a hundred years the fast-growing cities have sought to 
kssen their dependence on the State, but the relations between 
them remain a source of endless friction. Governor Dewey 
my decide at a politically advantageous moment to “clean 
house” in the city but, in spite of the huge sums which the 
wealthy city pours into the State’s exchequer, neither Mr 
O'Dwyer nor any other Mayor can borrow beyond a certain 
imit without asking Albany’s consent. The situation is not 
telped by the fact that the city gets and spends more money 
than does the State—the present city budget is well over a 
dillion, whereas the State budget is set at $936 million. In 
theif more acrimonious moments city dwellers argue that the 
usk of governing the complex multitudes in New York City is 
lr harder than that of handling State problems. 


American Notes 


No Priority for the Pact 


Mr Acheson, believing that his hand at the Paris Conference 
Would be stronger if the Atlantic Pact were in it rather than in 
ihe bush of the Senate Foreign Relations Committee, has been 
uging the Senate to approve the treaty at once. He has also 
been pressing Congress to act, before the summer recess, on the 
at's companion, military assistance for Europe, which is not 
Yet even in the bush. However, the second bird will probably not 

hatched until the autumn, partly because Senator Connally 
tars that, if it were fluttering round Senatorial heads, the majority 
% the Pact might be less overwhelming than is desired; and 
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partly because there is a danger that, in its present penurious 
mood, Congress might pluck the fledgling’s financial feathers. 

The Democratic leaders in the Senate, after consultation with 
the President, have now definitely turned down Mr Acheson’s 
more immediate request and have given the modification of the 
Taft-Hartley Labour Act priority over the ratification o the 
Pact. There is no hope of a smooth passage for the Labour 
legislation and it can hardly be disposed of in less than a month. 
Even if the Reciprocal Trade Agreements Act, which expires on 
June 30th, is allowed to lapse for a week or two, it will be the 
middle of July before the Pact can be approved and Mr Acheson 
will presumably be back from Paris long before that. 

These are the three measures which, Senator Lucas announced 
last week, must be passed before Congress is dismissed for the 
summer. To the liberals it was a “ flat betrayal of the Demo- 
cratic Party” that the “must” measures did not include either 
social welfare or civil rights legislation and their indignation was 
fanned when Mr Lucas went on to say that he was satisfied 
with the progress made so far by the President’s Fair Deal. Mr 
lruman has since endorsed this view, but his satisfaction with 
a Congress which, in a third of its normal working life, has acted 
on only one of over twenty important domestic matters with 
which it was asked to deal five months ago, strengthens the case 
of those who argue that, in Mr Truman’s view, an obstructive 
Congress which can be attacked pays better political dividends 
than a co-operative one to which concessions must be made. 
These critics argue further, and with some justification, that Mr 
Truman’s stubbornness and mismanagement have forced this 
Congress into the first category, when with tactful guidance it 
might have been led into the second. 

This political war at home evidently seems hotter, to Democrats 
in Washington anyway, than does the war in Europe, and Mr 
Truman’s hand is in greater need of strengthening than Mr 
Acheson’s. Some at least of the heat will be taken out of liberal 
criticism of the President if Congress can be induced to pass 
a new Labour Act which is acceptable (nothing better is hoped 
for) to the President’s trade union supporters. But a Senate which 
had fulfilled its international obligations might be tempted to go 
home and relax before dealing with its internal ones. It is not, 
therefore, surprising that the Administration has decided that 
labour legislation is more urgent than a treaty which is expected 
to get its two-thirds majority without serious difficulty. 


x * * 
Steel’s Rainy Day 


Two major industries, steel and automobiles, have continued 
to enjoy an Indian summer of prosperity long after the rest of 
the economy has begun to feel the returning nip of competition 
in the air. The news that the Carnegie-Illinois Corporation, the 
largest subsidiary of US Steel, has decided to shut down five 
open-hearth furnaces and slow down electric furnace operations, 
is the most concrete, though not the only, sign that steel’s long 
summer at last is ending. Ingot production, which in the middle 
of March was 104.8 per cent of capacity, is now down to 94 per 
cent. The automobile industry turned out more cars and lorries 
in April than in any month since June, 1929, and may bask 
a little longer, but even in Detroit it is recognised that pro- 
duction must fall off in the latter half of the year. 

This is one reason why the steel industry—which has already 
in some cases, raided June’s orders to maintain May’s produc- 
tion—fears that by the end of 1949 steel operations may total only 
70 to 75 per cent of theoretical capacity. The only compensation 
for this bleak prospect is the opportunity it provides the industry 
to thumb its nose genteelly at the President for his suggestion, 
in January, that the government be permitted to build new steel 
plant to alleviate the shortage. 

The expected fall in the economic barometer also explains 
why neither industry considers the strike threat, either in its own 
plants or in coal, quite the alarming thundercloud of past years. 
General Motors, indeed, because of a contract tying wages to the 
cost of living—a falling star, as the union has found—has been 
able to reduce wages once more, and has announced a second 
round of reductions to the consumer based on the decline in 
wages and other costs. The Ford Company will be under pressure 
to meet these reductions, a factor which may have helped Mr 
Reuther to persuade the hot-headed and left-wing Ford local 
of the Automobile Workers to accept arbitration of the “ speed- 
up” dispute, which has caused 23 days’ idleness for more than 
half Ford’s employees, and was prejudicing more important wage 
negotiations. 

The recession in steel production contributed to the fifth suc- 
cessive monthly decline in industrial production shown by the 
Federal Reserve index, which in April stood at 179 per cent of 
1935-39, compared with 195 per cent in October and November 
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and 188 in April, 1948. Further declines are expected in May ; 
the spring upturn to which so many hopes were attached has 
been chiefly significant, like Sherlock Holmes’s dog which barked 
in the night, for its absence. This is still recession de luxe ; 
the rate of output of goods and services in the first quaricr on 
an annual basis, while $9 billion below the last quarter of 1948, 
was still $1 billion ahead of the average for 1948. Seasonal expan- 
sion in construction and trade has halted a three-month decline 
in non-farm employment, though the overall figures conceal a 


‘continued drop in manufacturing employment, now nearly 


1,500,000 below September, 1948, and 700,000 lower than in 
April, 1948. This year’s crop of college graduates will have to 
scramble for jobs instead of merely succumbing to the blandish- 
ments of industry’s talent scouts. Moreover, the Department 
of Commerce finds that government spending, the only major 
expansionary influence, so far has increased enough to offset 
private and corporate retrenchment, a finding which will harden 


_the determination of Congress to resist tax increases and may 


‘undermine resolutions—already shaky—io cut government spend- 
ing within the United States. 


* * * 


Shooting Down the B-36 


The Air Force won a famous victory over the Navy when 
Mr Johnson, the new Secretary of Defence, ordered work 
stopped on the Navy’s new 65,000-ton aircraft carrier. The 
decision was taken to mean that the Air Force had finally disposed 
of the Navy’s claim for its carrier-based planes to take a share 
in strategic bombing, and had convinced Mr Johnson that the 
B-36, its chosen offensive weapon,. could deliver bombs success- 
fully almost anywhere in the world from American bases. But 
hardly had the giant bomber completed its victory roll than it 
found itself in difficulties. The stricken carrier has gone down 
with all its guns firing ; the Navy has convinced the House Armed 
Services Appropriations Committee that it should be allowed 
to pit its jet carrier-fighter, the McDonnell Banshee, against 
the bomber to prove that the B-36 is not as invulnerable—even 
at 40,000 feet—as the Air Force claims. The air-minded Mr 
Johnson, and the Chiefs of Staff, may be harder to persuade ; the 
Air Force maintajns that a set tournament in the air would 
mislead the public, by ignoring the fact that few countries 
possess the closely-knit radar system necessary before fighters 
can successfully intercept the fast new bombers under battle 
conditions. 


If the Navy’s challenge is accepted, it will be only part of a 
larger inquiry into aircraft procurement authorised by the House 
Armed Services Committee. The first Congressional gun in the 
counter-attack was fired by Mr Van Zandt, of Pennsylvania, who 
turns out to be a captain in the Naval Reserve ; he asked an 
investigation of Mr Johnson’s part in the decisions of the Air 
Force, in January and April, to cancel contracts fo: other types 
of aircraft in order to buy more of the B-36 bombers, which 
cost nearly $3 million apiece. Until he became Secretary of 
Defence in March, Mr Johnson was a director and legal adviser 
of the Consolidated Vultee Corporation, which makes the B-36 ; 
but even before then Mr Forrestal apparently consulted this 
favourite contender for his job when making important decisions. 
It is also noted that in his search in 1948 for contributions to the 
empty Democratic campaign chest, Mr Johnson struck a gold 
mine in Mr Floyd Odium, the controlling voice in Consolidated 
Vultee. The Committee, however, will not confine itself to these 
charges and similar allegations against the Secretary for Air, but 
will consider whether all America’s defence eggs should be 
entrusted to the land-based bomber, which on some occasions 
would have to forego fighter protection. It will also investigate 
rumours that even the Air Force, privately, is disappointed in the 
performance of the big bomber, and the risk that concentration 
on one type of aircraft cuts off other promising avenues of 
experiment. The latter seems particularly grave to manufacturers 
whose contracts were cancelled. 


The spirited and continuing cross-fire between the Air Force 
and Navy explains the “evolutionary” (the critics say timid) 
approach adopted by the Senate when it passed the Bill to write 
more unity into the Act unifying the Armed Forces. Under its 
terms, the Service Departments become subordinate parts of the 
National Military Establishment, now raised to the status of an 
executive department ; the three Service chiefs lose their right of 
direct appeal to the President over the head of the Secretary of 
Defence ; there are created a deputy Secretary of Defence, a 
non-voting chairman of the Chiefs of Staff, and a financial con- 
troller for the Military Establishment, to work out, within three 
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years, a performance budget. But the Senate firmly turned down 
amendments which seemed to Navy men to grant Mr Johnson 
the power to deal the Marines—the Navy’s army—a death blow 
similar to that suffered by the naval air arm, 


x * * 


Early Bird from Brazil 


President Dutra, who astonished Washington on his recent 
visit by getting up even earlier than Mr Truman’s habitual 6 a.m. 
has gone back to his Brazilian nest with the proverbial worm in 
his beak, although it is not certain how succulent it will turn out 
to be. President Dutra certainly prepared the ground for the 
coming visit of his Finance Minister, and it is possible that 
credits may be forthcoming to alleviate the dollar shortage, which 
is so seriously hampering American trade with Brazil. But before 
more substantial or lasting financial assistance is offered, the 
American lending agencies might like to see Brazil make a sys- 
tained effort to improve its internal economic position. They 
would probably also prefer to wait (and in this they will have 
the sympathy of British investors in Brazil) for some signs of 
fulfilment of the promises recently made by the Brazilian delegate 
to the United Nations Economic and Employment Commission ; 
he undertook that his government would allow equipment for 
use in foreign enterprises to be imported free of duty, that it would 
exempt the profits of such concerns from taxation and that it 
would guarantee the transferability of their earnings. 


It is pledges of this kind that the State and Commerce Depart- 
ments want to include in the investment treaties being planned as 
a means of stimulating that flow of American private capital abroad 
which the Fourth Point is intended to encourage. Negotiations 
on such a treaty are to be opened with Brazil as a result of 
President Dutra’s visit. Other results are an agreement to 
begin discussions on a tax convention and a promise that at 
least attentive consideration will be given to any Brazilian requests 
for loans. Brazil is also to be assisted to carry out the recom- 
mendations of the joint Brazilian-American technical, industrial 
and financial mission which, at Brazil’s own request, studied the 
country’s economic position last winter. Mr John Abbink, who 
led the American section of the mission, is now working with the 
State Department; this Brazilian survey is expected to set a 
pattern which other countries seeking Fourth Point aid will be 
encouraged to follow, since detailed studies of this kind are 
regarded as an essential introduction to almost all large-scale 
development plans. 

It is presumably because this preliminary work has already 
been accomplished that Brazil seems to have been chosen as the 
guinea-pig for the Fourth Point. But there are other reasons 
why Brazil is especially suitable for such experiments. It is 
obviously desirable, in view of Latin-American disgruntlement 
with the Marshall Plan, that the Fourth Point should be applied 
in the Western Hemisphere as quickly as possible. Brazil has 
a comparatively stable and democratic government and _ has 
shown itself ready to co-operate with the United States, qualities 
not found in all the Latin-American countries. Finally, Brazil 
not only has vast potentialities awaiting development, but is also 
of great strategic importance to the defence of the hemisphere. 


* * * 


It’s That Wheat Again 


The International Wheat Agreement, which may come before 
the Senate this week, has at least a good chance of being approved 
by the necessary two-thirds majority. The hearings in committee 
were notable for the lack of opposition and the absence of criticism 
from the grain trade. The objections last year, and the chief 
doubts expressed by Senators this year, arose from the usual 
fears that the treaty would involve government interference with 
private enterprise. The Secretary of Agriculture, however, insists 
that it is in the absence of an international agreement that such 
interference will become necessary, if the United States is to com- 
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“AMERICAN SURVEY” is drawn trom three 
sources. Articles described as ‘‘From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘From an Industrial 
Correspondent" or *‘From a Correspondent in Ohio 

are from outside contributors, Everything printed 
without attribution is prepared in London. 
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rete i world wheat markets. The $84 million needed to make 
up the difference between the price at which wheat is supported 
y home and that at which it will sell abroad under the treaty 
my also cause concern, but Mr Brannan maintains that it will 
ast more to compensate the farmers for the acreage restrictions 
at will be necessary if there is not a guaranteed export market 
jor wheat. 

This argument weighs heavily in the week when this year’s 
sheat harvest began in Texas and last year’s price support ‘loans 
ded. Estimates of the eventual outcome of both are as yet 
entative, but the harvest is likely to yield over 1.3 billion bushels 
geond only to 1947's record, and some 350 million bushels of 
id wheat will probably remain in government hands. The 
Administration had hoped that it would have acquired enough 
gorge capacity before the new season opened to enable all 
mers to benefit fully from the price support programme, which 
dipulates that grain under loan must be kept in approved storage. 
Last year quantities of grain had to be sold below the loan price 
igely because the Republican Congress had taken away the 
Commodity Credit Corporation’s power to provide storage, an 
xtion which had a great deal to do with the Democratic victories 
a agricultural areas last November. 


However, the Eighty-first Congress has been almost as dilatory 

in dealing with this as it has been in repairing its predecessor’s 
wher mistakes. When the necessary amendments to the CCC 
Charter were eventually brought to a final vote last week, they 
wre unexpectedly defeated in the Senate. The Senate 
wil probably think better of its temerity when the Bill re-emerges 
fom the conference committee, especially if the amended version 
restores the Senate’s power of approving the members of the 
(CC board, omitted from the Bill as passed by the House. This 
front had as much to do with the Senate’s rejection of the Bill 
xs did the sudden rumour that the CCC intended to make much 
nore far-reaching use of its new powers to acquire storage space 
tun it had given Congress and the grain traders to understand. 
The rebels were the customary coalition of Republicans and 
§uthern Democrats, who naturally could not resist an oppor- 
unity to embarrass not only the President, but also Mr Brannan, 
who has been particularly associated with him in presenting his 
mogramme both to Congress and to the country. 
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Shorter Notes 


The Federal Government has been granted permission to start 
action in its tidelands oil cases against Texas and Louisiana 
directly in the Supreme Court. This will speed up a decision 
since it will avoid proceedings in lower Courts. The Supreme 
Court is expected to hear the cases in its next term beginning in 
October. The two states concerned opposed the request of the 
Federal Government on the ground that they could not be sued 
unless they gave their consent, which they refused to do. The 
Department of Justice considers that the ruling which two years 
ago gave the Federal Government paramount rights over the oil 
bearing lands off the Californian coast applies also to oil lands 
under the waters of the Gulf of Mexico. 


* 


The average American is eating 10 per cent more than he did 
in 1935-39, according to the Bureau of Agricultural Economics, 
although consumption has fallen slightly since the all-time high 
achieved in 1947. The average share of the Thanksgiving turkey 
has gone up from 2.6 to 3.8 Ib. and the typical citizen will eat 
147 lb. of meat this year, compared with 126 lb. before the war, 
and 48 eggs, instead of 37, garnished with proportionately larger 
quantities of vegetables. There has been a steady falling off in 
consumption of starchy foods, which is probably due more to 
fatter pay packets than to attempts to get thin. 


* 


An easily moved television system which can be plugged in 
and out and taken from place to place has been devised for factory 
use. The impulses are not delivered through the air, but by a 
coaxial cable to a master viewer. The system means that many 
dangerous industrial operations can now be carried out at a safer 
distance, with a remotely controlled robot performing the neces- 
sary actions, and it opens up vistas of easier training for employees, 
immediate checking of documents from a central file, or even 
visual control from executive offices on a scale perhaps more 
thorough than in Jeremy Bentham’s Pentagon. 


—w 





“Every Speedbird Service 


has your name on it!” 


Flying by B.O.A.C. I always feel as though the 
whole trip was planned especially for me. The 
service, the excellent complimentary meals, the 


constant concern for my comfort —all combine 





to make me feel completely at home. This talent 
for service with the accent on _you—a talent learned during 30 consecutive 
years of Speedbird experience — begins the moment you book a ticket 
through your local B.O.A.C. Appointed Agent. On the day of your 
flight you will see this same quiet, efficient Speedbird service at work 
in city terminal and airport. Yes, wherever you fly along 150,000 miles 


of B.O.A.C. routes across the world, you will find that every Speedbird 
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THE WORLD OVERSEAS 





Can Israel Pay its Way ? 


NEW and happier chapter has opened in Anglo-Israeli rela- 
tions. Last week the British Minister, Mr Helm, presented 
his credentials to President Weizmann. This week, a financial 
agreement covering Israel’s access to its frozen sterling balances 
has been signed in London (the details are given in a note on page 
1054). Last Wednesday, Sir William Strang—the permanent 
Under Secretary of the Foreign Office, who is making a tour of 


the Middle East, which is an area he does not know—reached Tel 


Aviv in the course of his journey. All told, there is now general 
recognition of the existence of an important new factor in British 
political as well as British business interests in the area, 

, How stable is Israel’s economy ? The nation has just fought 
a costly war which was (contrary to a widespread belief abroad) 
financed in an overwhelming proportion out of funds raised 
locally. Itis suffering seriously, as a result, from inflation. Pro- 
duction costs are much higher than those of many of its com- 
petitors in world markets. It is for psychological reasons 
determined to keep its doors open to all Jewish immigrants, as 
and when they wish to enter its land. Simultaneously, it must 
set up a national economic and financial framework for a state 
which does not yet know its boundaries. The task is formidable. 
But against its daunting size must be offset some invaluable assets. 
One is the prevailing spirit in a country that is living the last 
act of a David-and-Goliath epic. “Just as we, under 1,000,000 
strong, have won a war against 40,000,000, sO we can win our 
economic battle.” There is grumbling at austerity, at taxation, 
and at a lack of immediate jobs for all immigrants. But the tone 
of the grumblers is one that was familiar in Britain in 1941. It 
is a case of “ grumble while you work.” A second asset is con- 
fidence in the giving and lending that is going to come from 
overseas Jewry—that is from Jews living in countries which permit 
the export of capital: namely, from the United States. 

Few national economic statistics are vet available. Old manda- 
tory Government of Palestine figures are a poor guide because 
the social structure of the territory has vastly changed in all 
districts except, perhaps, Galilee. In any case Israel’s exact 
frontiers are not yet defined. Nevertheless it is possible, from the 
figures that are available, to shape some idea of the likely balance 
of payments this year and even also for the next five years—that 
is, for the period in which the problem of assimilating the first 
flush of immigrants must play a large part in every calculation. 


Gifts and Loans from Abroad 


The Israeli financial year is to run from April 1st. In the 
current year, it is anticipated that imports (excluding imports of 
the industrial and farming equipment that is to be bought with 
a current Export-Import Bank loan of $100 million) will amount 
to {160 million, and exports to between {I1o and 11 million. 
‘The unbalance is in itself a reflection of the import of capital 
that is in progress. Very little of this capital is coming from the 
immigrants themselves. Most are poor. Only about ro per cent 
bring in capital, and that in sums which would—if spread over 
the total number of immigrants—be negligible. Expectations for 
the current year are that $100 million will be received in the 
form of gifts, and $50 million in the form of investment, from 
abroad. As regards invisible exports, it is worth noting that 
$10-85 million was derived from the tourist traffic, including of 
‘course, the business visitor, during the past financial year. 

Taking a longer-term view, the government has begun to 
execute a four year plan that is designed to rectify the balance of 
visible trade as well as to set up in life the newcomers that may 
appear during the period (220,000 immigrants have already 
arrived simce the state was declared; the planners are catering 
for 1,000,000 in its first decade). Priorities in the matter of 
mvestment are therefore being strictly controlled by means of a 
new import licensing system. Broadly speaking they are (i) the 
rehabilitation of the orange groves ; these lost in area as well as 
in productivity during the last two winters—one of “ terrorism ” 
and the other of war; (ii) the development of the chemical 
industry. (It is seldom realised that the British-registered 


Palestine Potash Company has, because of the suitability of 


the terrain for its evaporation beds, since 1937 been processing a 
the salts chiefly at the south-west end of the Dead Sea. A | 
new road, all of it in Israeli territory is about to link this to the — 


road system that runs to Haifa. The beds at the Jericho end are 
in Arab territory and are not at present in operation); (iii) exten- 
sion of the diamond-polishing industry that is already well 
established ; (iv) the development of new industries based on 
skill and deftness ; the Swiss watch industry is the model quoted, 
dentures for Asia are among the commodities envisaged ; (y) 
development of a tourist traffic designed to enable the overseas 
Jew to feel at home in Israel as well as to cater for the pilgrim 
in search of cool hills, or gay lidos, or the shrines of other faiths, 
It will be noted that the proceeds of refining oil at Haifa are 
not included in this list. The Israeli government would be glad 
to see this great plant resume work in the hands of its rightful 
owners who are Shell and the Anglo-Iranian Oil Company. It 
would be of use in helping them to place labour if unemployment 
(not yet visible) sets in as demobilisation proceeds. But at the 


moment no crude oil is, for obvious reasons, coming down the ~ 


pipe from Iraq and none by tanker through the Canal. They 
would like to see the parent oil companies tackle Egypt on the 
grounds that a resumption of Haifa refining would be to every- 
one’s advantage. 


One Million Immigrants 


If in the course of executing the four-year plan, the first 
1,000,000 immigrants are settled in the first ten years, it is 
expected that the total ten-vear capital cost will be $2,500 per 


head. ($1,000 per head, a figure hitherto widely quoted, covers © 


“ first accommodation ” only.) Of this huge sum, $1,000 million 
will, it is anticipated, be derived from gifts, the same amount 


from private investment, and $500 million from international — 
loans. Of this last figure, $100 million from the Export-Import | 


Bank is already available ; it has been earmarked as to $35 million 
for agriculture, $25 million for building, $20 million for industry 
and $20 million for communications. 


The importance of foreign markets is obvious. Israel, having — 


exported very little during the war years, is pushing its way into 


the milling crowd of sellers. It is expecting few Middle Eastern — 


buyers at first, and feels that, much though it would welcome © 


buyers anywhere, it can live without them; it calculates that 
only 3 per cent of the former production of what is now Israel 
was sold to Arab states before the world war. Meantime every 
effort is being made to trim imports to the export programme 
by all the available means: rationing, austerity, the freezing of 
salaries and wages, an import restriction programme that admits 
food, raw materials and approved capital equipment (in that 
order) and consumer goods a long way fourth. There is also 
a figorous curtailment of credit arrangements with foreign 
suppliers ; no short term facilities can be entertained ; there 1s 
to be no mortgaging of the future during the next crucial five 
years. Taxation upon incomes and profits is not as high as in 
the United Kingdom, but is regarded as astronomic by many of 
the newcomers. 


Will these measures succeed in bringing down the high produc- — 


tion costs which would otherwise defeat the export drive? Will 
they work miracles on an economy in which—all this spring—@ 


handkerchief cost six shillings, unskilled labour could comma 


£12 10s. a day, and the cost of building a two-roomed flat in 2 — 


residential quarter was £13,000 to £13,800 ? 


The official cost of living index suggests that now that the 
fighting is over, the ever rising figure is on the turn. Workers q 
complain that it does not reflect the real rise in prices because ~ 
it is based on food-basket standards that no longer apply. But — 


their criticisms do not affect some points that are currently 
worth noting. For those who prefer to see their facts in figures: 


the monthly rate of increase in the index stood at 3.5 per cent © 


between November, 1947, and April, 1948, dropped to 25 j 
t 4 


cent between April and July, and to 1 per cent and unde 
that date, It is said that the figures now due for publication W 
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gow its first fall. For those who prefer more concrete illustra- 
‘ons; the first ten weeks under the new Minister of Supply, 
m ex-Canadian who was the governor of Jerusalem during the 
seae and who knows what rationing can be, saw the dis- 
ippearance, overnight, of the groaning table that used to await 
he breakfaster in a Tel Aviv hotel, the disappearance of fancy 
jocolates and a 30 per cent fall in the price charged for the 
yew utility cars, a fall from £3 to £2 a day in the en pension 
xice of a good hotel. There has been something of a nation- 
ye drive to co-operate with him, and with the new Labour 
Minister, Mrs Golda Mayerson, in her straight talks to the 
qistadnith.” ‘The prices charged by the great transport concern, 
fed, are said to have fallen by 28 per cent. Obviously, some- 
ox was profiteering previously. But part of the fall in costs can 
le ascribed to the knowledge of assured supplies instead of 
ving from week to week, as during the war, One dress manu- 
geturer states that this alone enables him to produce for £12} 
sow the frock that cost him £14 three months ago. Such is the 
fist result of the devotion of good brains hitherto preoccupied 
with political or military affairs to economic matters. The target 
2.16 per cent tall in the cost of living by August, and the 
Histadnith (the powerful Jewish Federation of Labour) has 
drady agreed to accept a £6 per month fall in allowances if 
this materialises, Unless all this happens, Israel will be a 
tundicapped competitor in world markets. 

Naturally, the stern processes entailed are causing discontent. 


j Criticism is free and voluble, particularly about the plans for 


wation and for restricting the capacity to start up new 
msinesses to essentials and to easily marketable exports. But 
ihe same Critics are ready to attack the opposite side of the balance 
eet. Why is the four-year plan not being initiated more 
wickly ? What is the government about when 60,000 of the 
iyst 220,000 immigrants are still in tents at the end of May ? 
These figures show that 160,000 are housed.) Is it right that 
wut of the first 180,000 newcomers, only 6,000 went into agricul- 
ure When the figure that is correct by economic standards should 
% 36,000? ‘The inconsequence of some of the criticisms suggests 
that there is the same lag as in Britain between the advocacy of 
jwernment spending and the realisation that the taxpayer must 
pay for it. 
Lasily, the British tourist who visits the country under the 
kw trading arrangements had best travel primed with the know- 
kdge that though he will find a basic desire to get on well with 
Britain he will meet some very anti-British sentiment among 
young people, and among those who never learnt the English 
nguage under the old régime. Among the beliefs he will hear 
wiced is the argument that “ Operation Chaos ”—the process 
whereby between November, 1947, and May, 1948, the British 
to arrange the handing over of any part of their once 
‘cellent administrative machine to either Jewish or Arab 
wthorities, and let the whole structure fall into decay—was a 
British plan to wreck Israel. He had best not try to defend this 
undignified piece of British mismanagement. He will also hear 
tat the British advised the Arabs to “drive the Jews into the 
wa,” that it was Spitfires that bombed defenceless Tel Aviv on 
the first day of the Egyptian advance, and that Britons led the 
Arab Legion to the slaughter of Jews in Jerusalem. To these 
points there are reasonable answers. But few Israelis are good 
wfeners to the other fellow’s point of view. It remains to be 
en whether maturity in nationhood will make them so. 


Divided South Africa 


[FROM OUR JOHANNESBURG CORRESPONDENT] 
A YEAR ago united Afrikanerdom just managed to scrape a 
Nationalist Government into power in South Africa. In March 
year the unsatisfactory result was substantially reaffirmed by 
Provincial elections. Dr Malan had asked for a mandate from 
People to abolish representation of natives in Parliament and 
© put Cape Coloured voters on a separate roll. Such a move 
normally need a two-thirds majority in Parliament, which 
" Malan has not got. Nor did he get anything like it in his 
appeal to the people through the provincial elections. 
Smuts was able to claim that the United Party was con- 
as “the strongest in the land,” because though it did not 
tthe most seats it got the most yotes ; and even Mr Havenga’s 
t Party, which is allied with the Nationalists but which 
aloof from the provincial elections, declared the results were 
isive. But the Nationalists themselves have made a much 
nore remarkable deduction from their bare victory, and one 
May have important consequences for the future. With 


Prat ingenuity they have evolved what amounts to a new theory 
Minorities, 
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COKE OVENS 





By-product coke ovens are among the key plants of industry, 
for they are the starting point for many of coal’s innumerable 
services to mankind, Coal carbonisation in coke ovens yields 
coke for the blast furnace, the foundry and the smokeless 
fire; gas for steel-meiting and hundreds of other processes, 
besides street-lighting, cooking and heating; tar, ammonia, 
benzole and their numerous derivatives, whose uses pervade 
almost the whole of industry. Simon-Carves are building coke 
ovens for steelworks, collieries and gasworks in nine countries 
from Britain and Europe to India and South Africa; plants at 
present in hand will carbonise more than five million tons of 
coal a year. Coke ovens by Simon-Carves, products of nearly 
seventy years of British brains, experience and enterprise, 
are strengthening the pulse of industry at home and abroad 
and earning millions of pounds for Britain. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 


HENRY SIMON LTD zu 

SIMON-CARVES LT0 4 . 
SIMON HANDLING 
ENGINEERS LTO 






TYRESOLES £470 
| TURBINE GEARS LTO 
DUDLEY FOUNDRY CO.LTO 
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They see a country divided against itself. On one side stand 
the firmly united “ nationally minded champions,” dedicated to 
the task of saving white civilisation. Opposed to them is an 
“ anti-national bloc,” consisting of English, Jews and Coloureds, 
Communists, “ semi-Communists ” and “ Liberals.” This bloc is 
strong enough to “harm South Africa” (all the more because it 
unfortunately has “the ear of the outside world”). Being such 
an ill-assorted medley it is powerless to achieve anything good ; 
but its numerical strength hinders the “ nationally minded cham- 
pions ” from doing anything good either. What is to be done ? 

Surveying the ranks of the enemy, Dr Malan’s paper, Die 
Burger, discerns here and there amid the English, Jews, Com- 
munists and Coloureds, the rugged face of a “ conservative 
Afrikaner.” How, it inquires, have such people got into this bad 
company ? Because, in their honest but mistaken conservatism, 
they shrink from the Nationalist proposal to alter the Unicn’s 
Constitution by a bare parliamentary majority. But in fact, the 
“anti-national bloc” leaves the Nationalists no other course ; 
not to change the Constitution until a sufficient number of the 
English have agreed to this step means never altering it at all, 
because the English are more concerned about their immediate 
future, as an English section, than about their eventual future as 
white men. 


New View of Minorities 


Thus the Nationalists base their whole argument for radical 
change on the very factor that normally would inhibit such 
change—the impossibility of any of the opposing groups in present 
circumstances getting a real majority. The new theory classes 
minorities (even when they happen in fact to be majorities) as 
recalcitrant and obstructionist groups. This was first applied to 
the Cape Coloureds. In a statement immediately after the pro- 
vincial elections, Dr Malan declared that the need to remove 
Coloureds from the common roll was proved by the United Party 
having won two seats in constituencies with Coloured voters. 
This meant, he said, that “the European population of the 
Western Province is falling into the stranglehold of the non- 
Europeans. ... This is hampering the entire European population 
of the Union of which the Western Province is only a part.” 

The more recent argument of Die Burger suggests that the 
reasoning is applicable to the English just as much as to the 
Coloureds. The Nationalists’ majority is precariously. slender 
precisely because of the obduracy of the English, who are 
“ hampering the entire nation” of which they are “only a part” ; 
and this moreover at a time when the issue (according to the 
Nationalists) is virtually a life-or-death one for the whites and 
their civilisation in face of the rising tide of colour and Com- 
munism. The English are obdurate less because of their sympathy 
with Natives and Coloureds than because they fear that what is 
sauce for the non-European goose may become sauce for the 
English gander. Die Burger acknowledges this when it talks of 
their being concerned about their immediate future as an English 
section. But it simply uses this as a stick to beat them with, and 
to drive home the very argument the English fear ; and concludes 
that it is the plain duty of the “nationally minded champions ” 
to alter the Constitution and so save the whites, including the 
English, from “colour domination.” If it should subsequently 
transpire that the full price of such salvation includes the loss 
of the entrenched clauses which at present safeguard the rights of 
the “ English section” as well as the rights of the Natives and 
Coloureds, it is unlikely that Die Burger would weep many tears. 
General Hertzog believed in “two streams,” but not Dr Malan. 


White Population Divided 

The dangerous substance in the Nationalist argument is that 
after 40 years of Union, the white population really is almost as 
sharply divided as in 1899, when two British colonies confronted 
two Afrikaner republics. In the Transvaal and the Cape, English 
and Afrikaners are in numbers fairly evenly matched ; and the 
Nationalists won the Transvaal by a barely workable majority, 
while the United Party did exactly the same in the Cape. In the 
predominantly Afrikaner Free State, however, the Nationalists 
got a solid majority ; and so did the United Party in predominantly 
English Natal. Political polarisation in terms of racial division 
seems almost complete. 

The Afrikaner Party, as its name implies, consists chiefly of 
Afrikaners. But it adheres to the old, moderate and conciliatory 
policy of Hertzog ; and so the organ of the party, Die Vaderland, 
warned that “we are dangerously close to the bad old days of 
a purely racial division in our national life, which will cost us 
dear. . . . The lesson of history is that Afrikanerdom has never 
yet been in a position to rule unaided.” The party leader, Mr 
Havenga, spoke in the same spirit when, in reply to the Budget 
debate (and in Dr Malan’s absence) he reacted very cordially to 
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a United Party suggestion that contentious political legislation 
should be held back until economic difficulties were solved b 
united effort. But, as has been shown, the Naticnalists dene 
selves take a very different, in fact an opposite line. The very 
existence of the stalemate prompts them to push ahead, as the 
only real means of breaking it. : 

They may change their minds ; or there may be a realignment 
of political groupings, as has happened before in South Africa 
Mr Havenga may yet emerge as a national leader ; or international 
events may compel the United Party and the Nationalists to sink 
their domestic differences. But the Nationalist argument, having 
once been stated, can hardly be immediately overlooked. It jg 
why the “English section” regard Dr Malan’s utterdhces about 
republics with very mixed feelings—very mixed feelings indeed. 


Germany s Refugees 


A SATISFACTORY solution of Germany’s refugee problem is one 
of the most urgent and most difficult tasks with which the new 
federal Government of western Germany will be faced. A year 
ago it was estimated that 11.4 million of the 70 million Germans 
living in the four zones and in Berlin were refugees from the 
former German eastern provinces and from many countries of 
central and eastern Europe which formerly had German minorities. 
Over seven million of these live in the three western zones. In 
addition there is a steady trickle of returned prisoners-of-war 
and of refugees from the Soviet zone. A year ago it was estimated 
that there were 900,000 refugees from the Sovict zone in western 
Germany, and it is reckoned that they have been escaping at the 
rate of many thousands a month ever since. 

There is very little statistical evidence by which it is possible 
to analyse accurately the age, occupation, sex, and other details 
about these refugees. What detailed statistics have been produced 
by some of the west German Laender show that a considerable 
number of refugees have not found employment in their former 
occupations, and have often had to accept positions below the level 
of their former work. Independent artisan shopkeepers and busi- 
ness men are now frequently wage-earners or salaried employees. 
But, according to the latest census—that of 1946—the common 
impression that the great majority of the refugees were either 
very old or very young appears to be false and it is estimated by 
the Institut fiir Weltwirtschaft in Kiel that the able-bodied 
ce the refugees will largely fill the gaps caused by the war 
osses. 


Breeding Ground of Extremists 


This estimate is probably correct, but the task of fitting these 
refugees into the present economy of western Germany is proving 
by no means easy. If it is not successfully and swiftly dealt with, 
grave political and social consequences may well ensue. This is 
particularly true in certain country districts where some observers 
even go so far as to fear a permanent rift between the two sections 
of the population. On the one hand is the local inhabitant with 
his distrust of strangers and irritation at “evacuees.” On the 
other is the refugee, living on sufferance in someone else’s house 
or squatting in some disused factory, and dependent on state 
charity or on uncertain employment for which he has often no 
proper training. This black picture may be true only of certain 
areas, but it 1s none the less important that the distrust and 
suspicion on the one side and the envy and dissatisfaction on the 
other should be removed. Otherwise there will be a fine breeding 
ground in Germany for political extremism and social discontents. 

It is in the two Laender of Schleswig-Holstein and Nieder- 
sachsen, in the British zone, that the problem of absorbing the 
refugees satisfactorily into the German economy is proving most 
intractable and is causing most concern. These two Laender have 
a bigger proportion of refugees than any others in the three 
western zones. Last July, 37.5 per cent of the population of 
Schleswig-Holstein was composed of refugees and 28.8 per cent of 
the population of Niedersachsen. Since then the proportion must 
have risen with the steady influx of refugees from the Soviet zone. 
At the end of the war, no doubt, it seemed reasonable to direct 
the biggest streams of refugees from the east to the primarily 
agricultural areas of northern Germany, which had escaped com- 
paratively lightly from the Allied air raids. But this has resulted 
in the biggest burdens being thrust on those Laender least able 
to bear them. For the shortage of money and credit, which 1s 
threatening to retard recovery and increase unemployment all 
ever western Germany, is aggravated in Schleswig-Holstein and 
Niedersachsen by the chronic meagreness of their _financia 
resources. Both have large budget deficits—Schleswig-Holstei 
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the nine months since currency retorm amounted to 
DM. 130 milion, and the monthly “ advances in anticipation of 
financial equalisation ” which its Government is able to wheedle 
gut of the other Laender are quite inadequate to close the gap. 
nether Land, in fact, possesses the financial resources necessary 
hath to maintain those refugees who cannot maintain themselves 
ind to provide the capital and credits without which permanent 
jobs cannot be created for the able-bodied. 


Distress in Schleswig-Holstein 


By far the largest part of both Schleswig-Holstein and Nieder- 
gchsen is devoted to agriculture, which can only absorb a limited 
mmber of new recruits. A large part of their former industries 
were war industries and are therefore now prohibited, with their 
wildings scheduled for destruction. In fact a considerable 
umber of the buildings housing the Category I war plants, 
which the Nazis scattered throughout the countryside round 
Hanover, have been preserved in order to provide the refugees 
with temporary living quarters and accommodation and for the 
light industries which they have been encouraged to set up. But 
snce currency reform more and more of these mushroom 
industries have tended to go bankrupt, partly because they can- 
got survive the competition of the old-established firms which 
have got into their stride again, and partly because people cannot 
iford to buy the largely non-essential goods which they produce. 

Up in Schleswig-Holstein, where a very great number of new 
workshops of one sort or another were set up during the three 
yeas ending last June, there is now the same story of small 
bankruptcies and rising unemployment. And it is difficult to 
woid the impression that the enterprising plans of the Land 
wthorities to deal with the situation are produced more from a 
sense of duty than with any real hope that it will be possible to 
exclude them in the immediate future. The present outlook 
tmourages further improvisation and discourages any firm long- 
em planning. Apart from the uncertainties inherent in the 
present transitory stage reached by western Germany, there is 
the uncertainty about what sort of economic relations, if any, 
will be allowed with the Soviet zone. 

It is obvious that a big step towards the solution of these 
difficulties will have been taken on the day when the new federal 
Government of western Germany is set up. The example of 
Schleswig-Holstein and Niedersachsen shows that there must be 
acomprehensive federal solution to the refugee problem and not 
a series of piecemeal Land solutions. In the first place there 
must be a proper equalisation of the financial burden of the 
telugees among the different Laender. They must be treated as 
the financial responsibility of the Federal Government, even if 
the various Land Governments remain responsible for the details 
of their resettkement. In the second place steps must be taken 
0 tedistribute the refugees more fairly throughout western 

y. Schleswig-Holstein alone reckons that it must lose 
69,000 refugees if it is to provide adequately for the rest. 


The Record of French 


Communism 


[BY A CORRESPONDENT] 


Tue well-known statement of Maurice Thorez that, in the event 
war between the western Powers and the Soviet Union, 
French workers ought to welcome Soviet forces entering 
French territory, has probably disillusioned some of those who 
that the French Communists were a “national” rather 
than a “ Muscovite ” party. It is astonishing that anyone could 
lave believed this in the light of known facts. (Some of these 
tave been recently made available in two useful books*, the 
first impartial and the second hostile, but both well documented 
and illuminating.) The first essential is to distinguish between the 
Patty masses” and the “ party cadres.” The former always 
many guilelessly patriotic Frenchmen. At present they 
de not only the great majority of industrial workers, driven 
by high prices and poverty to support the most radical political 
movement available, but also many peasant smallholders from the 
Midi, loyal to the old slogan of pas d’ennemis 4 gauche, and many 
or provincial intellectuals seeking a simple and rational 
to the woes of the world. These in their different ways, 
by Voting Communist, believe themselves to be voting, not for 
Walter—Histoire du parti communiste frangais. A. Rossi— 
du parti communiste francais. 
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subjection to Moscow, but tor the regeneration of France. With- 
out doubt, the Communists have exploited an authentic French 


tradition. The continuity which exists, in the minds of many 
Frenchmen, between them and the traditional French Left, is 
illustrated by the words with which Charles Maurras received 
his life sentence, after a trial in which the Communists had been 
among his fiercest accusers—“ C’est la vengeance de Dreyfus.” 

But if the masses today led by the Communists are heirs to 
the masses who agitated for the revision of the Dreyfus verdict, 
the Communist leaders have little in common with Clémenceau, 
Jaurés or Péguy. The present leaders have been prominent in 
the party for over 20 years. Thorez was on its central committee 
in 1924, Duclos in 1926. The party itself was founded in 1920, 
when it accepted the “ Twenty-one Conditions” of the Second 
Congress of the Comintern. It is worth recalling Conditions 
No. 3—obligation to maintain a clandestine organisation side by 
side with the legal party ; No. 4—obligation to conduct propa- 
ganda, if necessary subversively, in the armed forces ; and No. 14 
—obligation to support unreservedly all Soviet republics in their 
struggle with the counter-revolution. 


Periodical Purges 


Condition No. 13 is also of interest. It obliges Communist 
parties operating legally to “ proceed to periodic purges of their 
organisations in order to remove interested and petty-bourgeois 
elements.” This obligation has been frequently fulfilled by the 
French party. The most important examples are the expulsion 
of one of the party’s founders, Frossard, in January 1923, for 
resisting the strangle-hold of the Comintern on the party, and 
of Souvarine, in 1925, for siding with Trotski against Stalin. The 
latest purge has been the expulsion of some miners’ leaders in 
February, 1949, and appears to be still going on. 

Already in 1923 there were protests against the determination 
of Moscow to say who should lead the French party. A group 
of party members—who were of course expelled for this—warned 
the party against the desire of Moscow to “alienate and soon 
to abolish critical sense and the spirit of discussion” within the 
party. In 1924 Moscow laid down detailed instructions on the 
regional reorganisation of the party, which was intended to in- 
crease its “ bolshevisation.” The consequent hair-splitting argu- 
ment caused one impatient militant ouvrier to remark that the 
party was becoming un parti pour les types calés. 

The French Communist Party’s faithful observance of Bol- 
shevik principles and service to Soviet interests can be well shown 
in two important questions—in its relation to the other working- 
class party, the Socialists, and in its foreign policy. 

The history of the French Communist Party provides perhaps 
the best illustration of the three tactics adopted at different times 
by Communist parties towards Socialist parties—the “ united 
front,” the “ popular front,” and “organic unity.” 

The “united front” tactic is an appeal to the “ socialist 
masses ” to abandon the socialist leaders (“ social traitors,” “ tools 
of the bourgeoisie,” etc.) and join the Communist masses, under 
the leadership of the Communist leaders, in a common struggle 
against the capitalists. It was tried in the 1920s, with a striking 
lack of success, 


Popular Front Tactics 


The “ popular front” tactic is an appeal to both masses and 
leaders of the socialists—and even to non-socialists as well—to 
join the Communists against am obvious common enemy, in 
defence of a broad policy capable of attracting not only the 
working class but most of the nation. Once the “ popular front” 
is accepted, the Communists never cease their efforts to under- 
mine the partner parties, to seduce their “ masses” away from 
their leaders and towards the Communist leaders. Every oppor- 
tunity is exploited to persuade the masses that only the Com- 
munist leaders are energetic and sincere in pursuit of the common 
policy, that the leaders of the other parties are weaklings or 
traitors. The “popular front” tactic has had its periods of 
success in France, in 1936-37 and in 1941-46. It failed the first 
time owing to the unfavourable repercussions of the Spanish 
civil war on French internal politics, and the second time because 
the Communists insisted on hunting with the hounds and running 
with the hare. 

Finally, “organic unity,” the ultimate aim of Communists, is 
the absorption of the Socialists in the Communist Party. It is 
urged in the name of “ workers’ unity” against capitalists and 
“reaction.” The fatal results of the split in the German labour 
movement between 1919 and 1933 are recalled (without, of course, 
mentioning the Communists’ responsibility for them), stress is laid 
on common sufferings in resisting Hitler and the necessity of 
preventing a resurgence of Fascism. “Organic unity ” has so far 
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been achieved only in Soviet-dominated countries. Not even 
Nenni’s Socialists in Italy have taken the fatal plunge. In France 
there was quite a strong demand for it in 1945, but the Socialist 
leaders resisted, knowing that “ unity ” merely meant the conquest 
y the Communist power clique of the Socialist party machine. 
By their resistance they certainly lost a large number of voters to 
the Communists, both in parliamentary elections and in the trade 
unions, but the hard core of Socialists remained loyal to them. 
Now, both “popular front” and “organic unity ” having 
failed, the French Communists are back at the “ united front” 
tactic ; but with this important advantage over their position in 
the ’20s, that they control the trade unions. 

In the 1920s the party’s task in foreign policy was to make 
it difficult for the French Government to take action against 
the Soviet Union. In August, 1929, at a time when Moscow 
seems genuinely to have feared joint attack by the “ imperialist 
Powers,” the party held a “peace rally” in Paris. After the 
Franco-Soviet pact the party was for resistance to Hitler ; after 
the Nazi-Soviet pact it demanded resistance to the “ imperialist 
warmongers.” After the defeat of France, as M. Rossi shows, all 
the party could think of was an absurd comparison with Russia 
after Brest-Litovsk. Ludendorff had made peace with the Bol- 
sheviks, therefore, Hitler must deal with Thorez. The Com- 
munists must show the Germans that they were wasting their 
time with Vichy: Thorez, not Pétain, was the historically appro- 
priate partner. That Humanité did not reappear legally, and the 
Communists did not collaborate with the Nazis, was due to 
refusal by the Kommandantur, not by the party. The invasion 
ef Russia turned the Communists into patriots, in which role 
they showed both skill and heroism. But they did not forget 
their vendetta against their former members who had left their 
tanks in September, 1939, to defend France “ prematurely.” 
M. Rossi gives tragic details of some of these men who, despite 
their fine resistance record, were murdered by Communist gangs 
after liberation, and of others whose memory has been defiled by 
Communist lies, though they fell fighting for France or perished 
in concentration camps. 


The Pattern Repeats Itself 


In 1945 the Communists hoped to use the local “ committees 
of liberation ”—as the soviets had been used in 1917—as a rival 
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to parliamentary institutions ; to penetrate the military machine 
by incorporating their partisan units in the regular army ; and 
to use the party’s representatives in the cabinet to capture 
the state from the top. When it became clear that all three 
hopes had been frustrated, and that the events of eastern 
Europe were not going to be repeated in France, participation 
in parliamentary government lost its attraction. After the 
Communist deputies had publicly opposed, on wages Policy 
and on Indo-China, the Government in which their leaders were 
serving as Ministers, M. Ramadier made up his mind to dismiss 
the latter from his cabinet. They did not even show much 
indignation: it was not tll five months later (October, 1947), after 
Marshall aid had been announced and the Cominform founded, 
that M. Thorez publicly confessed his failure to appreciate that 
his colleagues’ dismissal had been no mere ministerial crisis, but 
a “brutal intervention by the American imperialists in French 
internal affairs.” Now the Communists are once more devoting 
themselves to organising “ peace rallies "—as in 1929. 

Further evidence could be multiplied to show that the French 
Communist Party is, in the words of M. Léon Blum, un parti 
nationaliste étrangér, or, as General de Gaulle would say, 
“separatists.” But the best of proofs are of small value as long 
as the organised workers and a large part of the educated class 
cling to the party. Repressive measures could doubtless break 
the party’s machine, but to break its hold on French opinion 
two things are necessary. Firstly the worker must be assured 
a decent real wage: this depends partly on government taxation 
policy, partly on increased exports, and this in turn on American 
aid. Secondly, the French people must be told the truth about 
Soviet plans to create a great, powerful and united (Soviet) 
Germany. The failure of the non-Communist parties and press 
in France to enlighten the public on this is one of the most 
extraordinary facts about postwar Europe. Whatever manceuvres 
the Soviet representatives may perform at the present talks 
on Germany, the aims of Soviet policy for Germany will not 
change. This must be explained to the French people by its 
own leaders. As tools of Moscow, the German Communists 
Pieck and Ulbricht, old friends and comrades of Thorez and 
Duclos, are working with true native Griindlichkeit to unite 
ein Volk in ein Reich under ein Fihrer, the “ genial teacher of 
progressive humanity,” Generalissimo Joseph Stalin. 








For over three hundred years men of enterprise and initiative 
have engaged in trade with the East. For nearly a century The 
Chartered Bank of India, Australia and China has supplied them 
with the specialised banking services that this trade demands. 
Today, in addition to these services, the Bank’s wide network of 
branches ensures that a wealth of information on local needs for 
products and services is readily available to customers. Those p 
to enter the markets of the East are cordially invited to discuss their 
problems with the Managers of the Bank in London, Manchester or Liverpool. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(incorporated by Royal Charter 1863) 

HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2 
Manchester Branch : 52, Mosley St., Manchester 2 e Liverpool Branch : 27, Derby 
House, Exchange Buildings, Rumford St., Liverpool 2. e West End (London) Branch : 
28, Charles I] St., London, S.W.1 « New York Agency : 65, Broadway, New York 

Associated Banking Institution in India : The Allahabad Bank Ltd. 

The Bank’s branch system, under British management directed from London, serves 
INDIA « PAKISTAN « CEYLON ¢ BURMA « SINGAPORE AND FEDERATION 
DF MALAYA « NORTH BORNEO AND SARAW AK e INDONESIA e FRENCH 
INDO-CHINA e SIAM ¢« THE PHILIPPINE REPUBLIC « HONGKONG 

CHINA ee JAPAN 
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Machines to Europe 


In shipping goods from one country to another 
both Exporters and Importers encounter con- 
tinually changing problems and varying regula- 
tions. We have a highly-developed organisation 
handling the financial problems connected 
with international trade and serving im- 
portant mercantile interests. Merchants 
seeking guidance are invited to consult us. 


GLYN, MILLS & CO. 


Head Office: 67 LOMBARD STREET, LONDON, E.C.3 


Associated Banks: Royal Bank of Scotland 
Williams Deacon’s Bank Limited 
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THE BUSINESS WORLD 





The Wages Line 


Government's policy on wages, prices, and profits has 
never since its inception early last year been accepted in 
is full implications by the trade union movement. It follows 
dat relations between the Government and the trade union 
movement in this matter are uneasy and subject to dangerous 
nesses which from time to time, as in the last weeks, come 
sainly to the surface. The conversations between the 
Chancellor of the Exchequer and the Trades Union Congress 
General Council, whic® were being held as this issue of The 
Economist went to press could at best do a little to relax the 
immediate strain. The political repercussions of the Chan- 
wllor’s policy are bound to grow more severe as the general 
ection approaches, and Sir Stafford Cripps is faced with the 
weessity next week of justifying his policy once more, this 
ume t0 a Labour Party conference which will be preoccupied 
wth the party’s electoral prospects. The mass of resolutions 
fled on the agenda for the conference both by trade unions 
id by constituency Labour parties shows that the task of 
persuading the party of the need for continued restraint is more 
ian a formal obligation ; it is an urgent necessity if the hard- 
pressed retaining walls of the Government’s economic policy 
we not to be broken. 


There is no reason to doubt the genuine anxiety of the TUC 
© give what support it can to the Government’s policy, but 
te TUC is itself under pressure, and has felt itself obliged 
w impress on the Chancellor its view that, unless something 
tlective is done to bring prices down, it may not be able to 
wld back its constituent unions from putting forward far- 
aching wages demands. The constituent unions in turn are 
wder pressure from their members, and every “ unofficial ” 


wike or organised slowing-down of production is a reminder 
if the fact. 


But if it would be foolish to blame the trade union move- 


| tent for its sensitiveness to industrial feeling, it is reasonable 


© ctiticise the woolliness of its attitude on wages, prices, and 
tofits, and its disposition to complain of the present policy 
without putting forward any serious alternative. The TUC 
lf has advanced suggestions for controlling profit margins 
ad for investigating costs of distribution, but these do not 
amount to even the beginnings of a policy. A large number of 
iit tade unions themselves have from the first qualified their 


‘upport of the Government’s policy not only with conditions, 
‘| ™ with ambiguities of a fundamental kind. To insist that 
4 te Government should (as it undertook to do) pursue policies 


” to bring prices down was, and is, reasonable. But 
© project this condition into a further condition that unless 
Mees fall, and fall quickly, then the barriers to general wage 
lcteases have to be broken down, is unreasonable and strikes 
at the heart of the policy itself. Clearly, certain of the price- 
lasing pressures in the past year have come from sources out- 
‘de the Government’s control. The increase in the retail price 
Mex from 100 in June, 1947, to 109 in March of this year 
‘substantially attributable to two sources: higher prices in 
tte world markets where British imports have to be bought, 
ad higher labour costs at home. The first was a burden which 
“Wescapably—had somehow to be borne by the British 
“onomy until it began to pass. It has begun to pass already, and 

ity prices are in Britain at the moment demonstrably 


being supported more by the Government system of bulk 
trading and centralised buying itself than by any difficulties in 
the overseas markets. If a price boom which is already over 
is now used as an excuse to increase the other factor in pro- 
duction costs—the cost of labour—then the selling prices of 
British goods in the world markets can only be pushed further, 
and disastrously, out of relationship to the selling prices of 
products from hard-currency countries. 


* 


On the published statistics to date it does not appear that 
the wages-price relationship has been ill held. The monthly 
index of wage rates stood at 108 in March this year, com- 
pared with 100 in June, 1947, while the retail price index 
rose during the same period to 109. This does not, however, 
reflect the increases in some food prices following the Budget, 
which have exasperated the unions and provided an excuse for 
discarding restraint. 

Superficially, too, 1949 has not so far brought any very 
spectacular advance in wages. The year opened fairly quietly, 
and between January and March just under 3,000,000 workers 
had their weekly wages increased by £376,400. (During the 
whole of 1948, 7,750,000 workers had their weekly wages 
increased by £1,890,000.) Minimum rates for agricultural 
workers rose by 4s. a week for men and 3s. for women. 
Other increases have benefited smaller groups, mainly in Wages 
Councils industries—boot and shoe repair, food processing, 
toy manufacture and milk distribution. The effects of the 
important agreement on building wages have yet to be felt ; 
450,000 labourers will get increases, as from October, of 1d., 
13d. or 13d. an hour according to district, in wage rates. 
The real cause for alarm lies, not in what has already 
happened, but in what is about to happen. Scarcely any 
industry is free from some demand for improvement. It is 
true that coal mining is for the moment not faced with any 
single major demand, although negotiations on a number of 
claims are in various stages of progress. These include the 
new cost-of-living allowance, the revision of the wages structure, 
supplementary pensions and concessionary coal—all of which 
are part of the main wages issue. There are ample signs of 
mounting dissatisfaction among the miners about the position 
of their lower-paid workers. This is reflected in the agenda 
for the National Union of Mineworkers’ annual conference, 
where Cumberland asks for £1 a week increase in the minimum 
rates for day wage workers, South Wales suggests “a substan- 
tial increase,” and the various craftsmen’s groups are seeking 
improvements for their members. In the iron and steel industry 
a claim for wage increases for 20,000 craftsmen was recently 
rejected by the employers. 

Recent trade union conferences have shown strong and wide- 
spread feeling about wages. The Electrical Trades Union (in 
which Communist influence is strong) has opposed in’ toto the 
Government’s policy of (in the union’s words) “ wage freezing.” 
The largest Whitehall union, the Civil Service Clerical Associa- 
tion, at its conference last week denounced the Government’s 
“attempts to peg wages without control of prices and profits ” 
as unfair, and endorsed proposals for a 15 per cent increase for 
80,000 clerical officers and equal pay for all permanent and. 
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temporary civil servants. Together these claims would cost 
about £5,000,000 in the first year alone,-and the Treasury 
will no doubt reject it out of hand. The Association, however, 
is determined to press the matter to arbitration. A small and 
poorly paid group, the civil service messengers and cleaners, 
has pressed to arbitration its claim for an increase to 2s. an 
hour, having indignantly rejected the Treasury’s offer to raise 
the rate by $d. an hour. Higher in the civil service scale, the 
Institution of Professional Civil Servants has pointed out that 
salaries since the war have increased by barely one-third of the 
general rise in weekly wage rates, and that the Government treats 
professional workers less generously than do the nationalised 
industries. The National Union of Bank Employees has tabled 
a claim for a 20 per cent cost-of-living addition to all salaries, 
wages and pensions, with an additional 5 per cent for women over 
25. The post office workers have submitted to arbitration a 
claim, involving about 200,000 employees, for a 12} per cent 
increase in the maximum pay of several grades. This claim 
would add {10 or £11 million to the annual wages bill; but 
the union declares that it could be met from the post office 
surplus. The tribunal’s award will be regarded as something 
of a test case for the many claims now under arbitration. 

At other trade union conferences this year, the distributive 
workers agreed to go forward with a claim for a “ substantial ” 
increase, suggesting that a minimum of £6 a week should be 
sought. The boot and shoe operatives have decided to press 
for a 10s. increase in their minimum rates. The engineering 
and shipbuilding unions, who received an “ interim” increase 
last year, agreed at their annual conference in May to press 
for a revision of the wages structure, with the object both of 
raising minimum rates and increasing the incentive for skilled 
craftsmen. 


* 


Certain of the prevailing tendencies have lately been illus- 
trated especially clearly in the cotton textile industry, 
which is doing excellently as an exporter to the world at large 
but is failing conspicuously in the dollar markets—where, as it 
happens, Government policy is placing special reliance on its 
efforts. Raw cotton prices have passed their peak, and it is 
useless for the exporter of cotton goods to hope that his com- 
petitors’ prices will go on rising. But labour costs in the British 
cotton industry are still rising at a rate which more than 
neutralises the fall in costs of the industry’s principal raw 
material. 

It is specifically labour costs, and not wage levels themselves, 
which are of decisive importance, and the state of the cotton 
textile industry is also an excellent illustration of the possibility 
that does exist of increasing earnings within the framework of 
the Government’s policy—that is, by linking the increased 
earnings to improvements in productivity. The link needs to 
be firm. It can be provided in the cotton textile industry by 
redeployment of the mills; which in nearly every case in which 
it has been applied has raised output per man-hour so sharply 
that higher earnings and a useful saving in production costs 
have been achieved together. For the weaving side of the 
industry these possibilities have been set out in systematic 
form, for the collective guidance of firms and unions, in the 
Moelwyn Hughes report. 

Unfortunately, though the necessary course of action is plain 
to see, the industry has yet to adopt it whole-heartedly. Action 
towards implementing the Moelwyn Hughes report has been 
slow and hesitant, and recent utterances of the cotton textile 
trade unions have shown that their distrust of redeployment 
has by no means been overcome. At the same time the unions 
have pressed ahead with general wages demands quite unre- 
lated to any question of productivity. The weaving unions 
put forward a general claim at the beginning of this year for an 
increase of 10s. a week for the fully qualified weaver, with cor- 
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responding smaller increases for the other operatives, They 
gained, on arbitration, an increase of 4s. 6d. for adults and 
2s. 6d. for juveniles. This award was described as “ ay 
interim measure” pending the introduction of redeployment, 
but such an “ interim” arrangement has an obvious drawback. 
Either the increase is permanently added to the industry’s burden 
of labour costs, or—if it is to be withdrawn when a new wages 
structure is adopted—it must weaken the relative attraction 
which the new wages structure can offer. It had the further dis. 


ar Bpeh 


advantage that, by a process which appears to have become ~ 
almost automatic, it strengthened the pressure for higher wages _ 


on the spinning side of the industry. The spinners, who put 


in their application for a 15 per cent all-round increase in _ 
January (shortly after the weavers) gained on arbitration in- _ 
creases of between 4s. 6d. and 7s. 6d. a week for certain of the — 
lower-paid grades only ; but this led in turn to a concession by _ 


the employers to the remaining grades as well. 


In the Yorkshire wool textile industry, where also produc- : 


tivity and the better organisation of work are urgent issues, 
the trade unions put forward a general claim for increases of 
10s. a week on time rates and 7} per cent on piece rates. The 
claim was initially turned down and has been referred to the 
Ministry of Labour. 

In relatively prosperous industries such as these, labour 
claims are being supported by reference to the high profits 
which firms have been making. It can be taken as certain that 
many of these high profits will not be maintained much longer ; 
but the rising complaint within the trade union movement 
against industrial profits is itself an attack—if only an attack 
through ambiguity—on the White Paper policy. The White 
Paper, in so far as it related to profits, was concerned to limit 


their distribution to shareholders, and companies have observed — 


this limitation with, on the whole, great discipline. Hardly 
though the limitation may have borne on individuals, it has the 
national advantage of safeguarding the funds available from 
industrial profits for retention within industry—and on these 
funds, as things stand today, the technical improvement and the 


trading mobility of industry have to depend. To dissipate these — 
funds through higher labour costs, unrelated to higher produc- — 


tivity or to real trading improvement, may be a temptation to 
employers anxious for a quiet life, but it ought not to be camou- 
flaged as progressive industrial policy. 


x 


The most critical and immediate of all the claims now facing — 


employers is of a directly opposite kind. The railwaymen— 


whose claim for a general increase of 12s. 6d. a week was — 
rejected by the Railway Staffs National Tribunal—are pressing — 
a new claim for 10s. a week together with overtime pay for 
Saturday duties. Their new claim amounts in fact to more than — 
did the original claim which was rejected. It rests not on amy © 
supposed ability of the Railway Executive to pay—nothing in — 
the present finances of the railways can give any support to the — 
claim—but rather on grounds of general social justice. These © 
the Railway Executive has in a manner recognised by its offer 
to concede “ moderate increases” in the rates of the lower-paid — 


men. But the National Union of Railwaymen has shown itself 


determined to maintain as far as possible intact the differential 
between higher-paid and lower-paid workers. This determini- | 
tion expresses an essential element in the trade union attitude 
generally. But, where the wages line is to be allowed to give, — 


should it be on grounds of social justice (which would 


generally the less-skilled and worse-paid workers) or on grounds 4 
of payment for skill ? Or should it be on grounds of industry's 
ability to pay ?. The tendency is for a concession on one ground | 


. 


to be followed by concessions on the others, and it is in this ; 


way that the maintenance of the Government’s policy is 





ssatbetic rubbe 
Weul.... 


World total . 





wid in the 
tatural rut 
lisified th: 
we now ap 





hey 
and 
* an 
ent, 
ack, 


ages 
thon 
dis- 
ome 


ages 


> in 
in- 
; the 
a by 


duc- 
sues, 
s of 
The 
» the 


bour 
ofits 
that 
ger ; 
ment 
ttack 
Vhite 
limit 


ardly 
s the 
from 


1¢ ea ener ot 18k eae Maan al 
Eee aaa 


Gag MoU RAY Fie 


Le Nias ak age cn ial 


d the | 


duce 


on to 


acing 


| Was 


THE ECONOMIST, June 4, 1949 


1051 


Rubber in Perspective 


IX months ago, when an article in these columns last sur- 


veyed the statistical position in the world rubber market, 
was suggested that natural rubber was entering upon a difficult 


| oj pethaps decisive testing-time. The opening phase of this 


od has not been altogether reassuring for the producers of 
gaural rubber. The spot price dropped in the second half of 
ist year from a postwar peak of 1s. 3d. a lb. to under 1s. For 
mst of this year the quotation in London has been in the region 
1d. a lb., but more recently it has been lower. The price 
iis week has dropped to roid. a lb. This sagging of prices 
is not been the only, or perhaps even the most significant, of 
ie recent sources of discouragement. At least equally impor- 
unt has been the behaviour of synthetic rubber. It was once 
vid that so long as general purpose synthetic rubber (GR-S) 


—_— 


WorRLD KUBBER PRODUCTION AND CONSUMPTION 
(000 Tons) 
Rubber 
Jan. Jan. | Study 
to to | Group 
1946 1947 1948 Mar. Mar. (Estimate 
1949 1948 | for 








1949 

Néaral rubber production :— 

PEEAGAAN S00. wwccboeweer 404 646 698 173 171 700 
Indonesia... .. cis ia ee ae 175 278 432 91 &l 500 
GSS. oaiess coud see 838 1,255 1,520 355 340 1,575 
Naural rubber consumption :— 

SEMAER ond > v.cev's capeceys 278 £63 627 149 165 600 
Dias «5 s0005 0.0 eu%ent 97 154 194 48 50 183 
SES sc hide 0s ovo desde oh 70 210 365 109 72 ee 
Lan 006s cedeevest's 555 1,110 1,413 373 338 1,450 
Sithetic rubber consumption :— 

SEE EGs och vccvvssevever 762 560 442 iil 115 410 
eet wo 3 3 t 3 2 
SS ss kono Segued Geek 913 €25 | 480 120 25 450 
© Includes Sovie t Union. + 588 tons. ¢ 699 tons. 


Source: Secretariat of the Rubber Study Group. 


wd in the United States for 18} cents—roughly 11d.—a Ib., 
utural rubber could be maintained at 1s. a lb. Experience has 
hisified this estimate. Although the prices of the two products 
ute now approximately the same, consumption of natural rubber 
~despite its technical advantages—has shown no marked ex- 
masion in the United States. Does this mean that there is no 


| cance of any significant recovery in the price of natural 


uber? The trends apparent in the market are so conflicting 


_ | tat any confident prediction would be unwise. This article has 
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imore modest objective: it confines itself to an analysis of the 

‘xtors which can be expected to govern the future course of 
mices, 

When the International Rubber Study group met recently in 

world production of natural rubber for 1949 was esti- 

tated at 1,575,000 tons. (Last year it reached 1,520,000 tons). 

mption was forecast at 1,450,000 tons against 1,412,500 


_} "last year. If the United States takes a further 100,000 tons 
These | 


“proximately the quantity which it bought in 1948—for 
iS strategic stockpile then the net addition to world stocks of 
wtural rubber by the end of the year would be 25,000 tons, 
ad no question of surplus output would arise. But it is by 
© Means certain that the Study Group’s estimates of pro- 
and consumption for this year will prove correct. — 

estimate of world output is based on the assumption 
Malaya will produce 700,000 tons, or about the same as in 
1948, and Indonesia 500,000 tons, which represents an increase 
“nearly 70,000 tons on last year’s level. In the first quarter of 
‘49 Malayan production amounted to 173,300 tons, which is 
annual tate of 693,000 tons; it was, moreover, slightly higher 
in the first quarter of 1948. But output in April declined 

¥ t© 45,000 tons, compared with 66,500 tons in April 
months ago. The published statistics show smallholders 


production as smaller between January and March than in the 
same period of 1948, but estate production as nearly 3 per cent 
larger. But this may have been due to the fact that since 
January, 1949, the statistics of smallholder production represent 
dealers’ purchases of small holder production; and the first 
estimate for the Jan.-March quarter has now been revised from 
60,000 tons to 76,000 tons. On balance, then, unless the April 
figure augurs a new trend in output, Malayan production this 
year is running at about the same level as last year. So far as 
can be ascertained, terrorist activity has not reduced rubber pro- 
duction to any marked extent, though should it assume serious 
proportions it could cause both a sharp and a sudden fall in 
output. What is likely to be more serious is a fall in price. 
The controversy whether a lower price induces a larger or a 
smaller output still continues. It may induce either, according 
to the circumstances. But at any rate, with prevailing high 
costs in Malaya, a fall of as little as 2d. a lb. may force estate 
production into the red. 

Indonesian production of natural rubber in the first quarter 
of this year amounted to 91,300 tons, compared with 81,100 
tons in the same period of 1948—an increase of 124 per cent. 
The current rate of output, however, is equivalent to only 
365,000 tons a year ; but in a period of expanding production 
it is the rate of increase which is important, and, judging from 
this, production this year should reach 485,000 tons. If political 
stability can be maintained in Indonesia, there is little doubt 
that the Study Group’s estimate of 500,000 tons in 1949 will 
materialise. Output in the minor producing areas is also being 
maintained at about last year’s level, so that although world 
production for the first three months of 1949 totalled only 
355,000 tons (an annual rate of 1,420,000 tons), there is every 
likelihood of its attaining 1,575,000 tons by December—pro- 
vided that reasonable political stability obtains in South-east 
Asia and provided there is no sharp fall in the price for natural 
rubber. 
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The prospects of consumption are more uncertain. The 
Study Group estimated that world consumption of natural 
rubber in 1949 would amount to 1,450,000 tons, of which the 
United States would account for 600,000 and the United 
Kingdom for 183,000 tons. World consumption in fact reached 
372,500 tons (an annual rate of 1,490,000 tons) in the first 
quarter of this year. An analysis of this figure is interesting, 
for although it represents an increase of more than Io per cent 
on the first quarter of 1948, American and British consumption 
has declined on the year. 

The United States consumed only 149,158 tons, compared 
with 164,576 tons twelve months earlier. In Britain the reduc- 
tion—from 49,838 tons in the first quarter of 1948 to 47.973 
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tons in the first quarter of this year—was not so sharp ; but 
in April UK consumption dropped to a weekly average of 
only 3,000 tons, compared with 3,700 tons in March and 
3,800 tons in February. The main expansion in consumption 
has taken place in Europe (including the Soviet Union), from 
72,000 tons a year ago to 108,500 tons this year. This increase 
partially reflects the recovery of the motor-car industry in 
France, but it has also been largely brought about by higher 
consumption in Germany and Russia. To what extent these two 
countries can maintain this higher consumption, or increase it 
further, is uncertain. Although so far this year they have 
successfully offset the declining tendency in both America and 
Britain, they could not be expected to offset the effects of a 
major recession in the industrial activity of the United States ; 
their total consumption is still comparatively small. 

For the time being, then, this conflicting trend in European 
consumption can play an important but limited part in the 
natural rubber market. But the key to the future still lies in the 
United States. During the first three months of this year Ameri- 
can consumption of natural rubber had declined by nearly 10 per 
cent compared with the same period of 1948, while American 
consumption of synthetic rubber fell, over the same period, by 
barely three per cent. And in April, while the use of natural 
rubber remained below the level of twelve months previously, 
the consumption of synthetic rubber showed an increase. It 
would be rash to draw any conclusions from figures relating to 
one month, but from those for the first quarter it is clear that 
a decline of total rubber consumption in the United States 
tends to bear more heavily on natural rubber than on synthetic. 
This is to some extent understandable ; American rubber manu- 
facturers are obliged by law to use a minimum quantity of 
synthetic rubber in such products as tyres and inner tubes. But 
American manufacturers are actually consuming much more 
than this minimum requirement, despite the relatively favour- 
able price of natural rubber. The statutory support given to 
the use of GR-S, and the strategic reasons which underlie the 
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policy, put natural rubber at a certain disadvantage, and cop. 
sumption of natural rubber is unlikely to gain ground unless it 
is very much cheaper than its synthetic competitor, But, if 
the price fell substantially, estate producers in south-east Asia 
might find themselves producing at a loss, and all the usual social 
and political distress attendant on large-scale unemployment 
might follow. An equally important factor for natural rubber 
is the American strategic stockpile. Purchases this year have 
been restricted by lack of funds, and the new appropriations 
for the purchase of strategic materials are not expected to be 
passed by Congress until next month. Even then it is not 
known with certainty whether natural rubber will continue to 
be bought, though it is true that current stocks are believed to 
be well below target, and it may therefore be reasonable to 
assume that the American authorities will wish to procure the 
same quantity as last year. 

The factors, then, which will influence the natural rubber 
market in the more immediate future are mainly those relating 
to consumption. If political stability can be maintained in 
south-east Asia, then world output this year is likely to reach 
1,575,000 tons provided that the price of rubber does not fall 
sharply for any prolonged period. Consumption in the United 
States is declining, and on present trends it may total only 
§50,000 tons this year. Purchases for the strategic stockpile 
are likely to be at the same rate as last year. If consumption of 
natural rubber in Britain during the first quarter of the year 
can be taken as a pattern for the remaining nine months, then 
the Study Group’s estimate of 183,000 tons may be attained. 
On the other hand, consumption in Europe has been much 
heavier than was anticipated and this increase has so far been 
sufficient to offset the reduction in America and Britain. But the 
main factor is the development of the postwar recession in the 
United States, which promises not only to reduce total rubber 
consumption in that country, but natural rubber consumption 
more seriously. It is likely later on to reduce rubber con- 
sumption even in Europe. 


Business Notes 


Slide in Markets 


The malaise in stock markets has deepened rather ominously 
this week, as City men and investors alike surveyed the seemingly 
unrelieved pattern of depressing news and possibilities. To last 
week’s apprehensions of trade recession, provoked by the latest 
trade figures and the lengthening record of difficulties in export 
markets, there were added gloomy discussions of impending 
labour troubles and disappointment both at the news from the 
Paris Conference and at the renewal of tension in Berlin. When 
to these influences there were added a fresh break on Wall Street 
and the continued sagging of commodity prices, there seemed 
grounds enough for a parallel movement in London markets. 
Once again, the weakness has spread through all sections, but has 
been particularly marked in certain sections of the industrial 
market, where the untimely announcements of big impending 
capital issues by Guest Keen and Nettlefolds and Babcock and 
Wilcox had an added depressing effect. Even the relatively staid 
Financial Times ordinary share index has lost three and a half 
points in a week and more than six points in a fortnight. 

Its dip last week to 111.1, a new low point for this year, was 
followed by a minor rally; but the weekend news brought an 
accumulation of selling orders which, combined with precautionary 
marking down of prices by jobbers, produced a fall of over a point 
on Monday. A steadier tone late on Tuesday reduced that day’s 
loss to more modest proportions, but the subsequent three-point 
break on Wall Street produced an even heavier fall on the two 
following days. The London index then dropped to 107.6, thus 
“breaking through ” the intermediate low point of 109.2 reached 
in mid-July last year. At this point the index is more than 15 
points below the peak reached in January, and only three points 
above the nadir reached after the convertibility crisis in 1947. The 
pattern thus presented suggests the possibility of further pressure 
through the selling of “ chartist” operators. On the other hand, 
there is no doubt that the steepness of the decline in the past fort- 


night Owes something to the fact that contango facilities were, by 
mischance, restored at the very beginning of a phase of depressing 
news. The bear selling which has certainly played a part must be 
creating a technical position which should give the market some 
underlying strength at the first sign of any more heartening de- 
velopments. Meanwhile, although the weakness of gilt-edged has 
not been pronounced, the market wears now a very different air 
from the jaunty buoyancy exhibited—rather irrationally—after the 
launching of the Gas Stock. The biggest loss this week has been 
in 2} per cent “ Daltons,” which at one time had dropped by 
more than a point, and now stand at 78/3, at which they yield 
£3 3s. 10d. per cent. The premium on Gas Stock has now run 
off to a mere 1s. 
* * * 


Agreement with Argentina 


Agreement in principle was reached this week in the long- 
drawn-out commercial negotiations between the United Kingdom 
and Argentina. The item in the agreement which has given 
greatest difficulty and on which the limelight of publicity. has 
inevitably been focused is the meat contract which is to replace 
that incorporated in the lapsed Andes agreement. The new 
agreement is to cover a period of five years. It will provide for 
deliveries of meat which are guaranteed at 300,000 tons for t 
first year, but which the Government of Argentina will use thet 
best endeavour to raise to 400,000 tons. Over the period of five 
years it is hoped that shipments of Argentine meat 10 Britain 
may average around the prewar quantity of 500,000 tons. 
have been fixed for the first year of the agreement at £96 pet 
metric ton, or £97 10s. per long ton. This compares with @ 
of £76 per long ton under the Andes agreement. _ 

The commercial exchanges between the two countries are co 
ceived in terms of bilateral equilibrium. Each party will do 
best to achieve the highest level of such trade, but within 
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context of overall equilibrium. For the first year it is expected 
that the trade will amount to a minimum of £80 million each 
way. 10 expand trade to this figure a considerable increase 
in British exports to Argentina will have to take place. The 
British representatives have undertaken heavy commitments for the 
delivery of essential goods such as oil, coal and potash, but to 
seach a balance at the target level, Argentina will also have to take 
substantial quanuties of less essential articles, including a wide 
fange of consumer goods. 

In all commitments about deliveries made bv either side, no 

jes have been stipulated, except for meat. Broad indications 
of quantities have been given, but even thev go no further 
than a promise by each government to use its best endeavours 
to see that that the desired trade takes place. British deliveries 
to Argentina will include a considerable amount of machinery 
and capital goods. It will thus take some time for the shipments 
to get into their full stride. It is probable, therefore, 
that for at least the initial period of the agreement payments 
will be running in favour of Argentina and that that country will 
be called upon to increase its holdings of sterling, now estimated 
at around £50 million. No rights of convertibility or gold pay- 
ments will be attached to this fresh accumulation of current 
sterling, though the terms of the agreement will probably show 
that Argentina has been given a dollar exchange guarantee for 
its additional sterling accumulations. Some such request must 
have been made by the Argentine negotiators in view of the fact 
that their central banking legislation demands a gold or dollar 
backing for their eligible currency reserves. If the intention to 
reach a balance of payments over the period of five years is 
realised, the extension of this dollar guarantee should have no 
material consequence. All payments between the two countries 
are to be effected in sterling, but though Argentina’s sterling 
accounts will be operated on a strictly bilateral basis, scope will be 
kft for administrative transferability of sterling from Argentine 
accounts to the sterling accounts of countries outside the sterling 
area. 

This agreement with Argentina would appear to be as satis- 
factory as could reasonably have been hoped for. Even at its 
higher price, the new meat contract is anything but exorbitant in 
relation to current world prices. The immediate dangers of 
convertibility of sterling into dollars have been carefully avoided. 
One of the results of the bilateral bargain should be a considerable 
expansion in British exports to Argentina, exports which have 
lately been held back by uncertainty about the outcome of these 
negotiations and by the defensive measures taken by the Argentine 
authorities in view of the diminution of their exchange reserves. 
While the agreement is of bilateral character, both parties will seek 
t0 maximise the trade which will be covered by it. Needless to 
say, no such expansion will take place if Britain cannot or does 
not offer, at reasonably competitive world prices, the goods which 
Argentina needs. In other worlds, the promise of equilibrium 
of trade between the two parties does not do away with the need 
W transact that trade at competitive prices. The dollar guarantee 
attached to Argentina’s accumulation of sterling can be read in 
two ways: either as a mark of Argentina’s desire to have its 
confidence in sterling reinforced, or else as an assurance by the 
British side that there will be no devaluation and that guarantees 
can, therefore, be given without a second thought. Finally, there 
is in the administrative transferability which may be granted to 
Argentina’s sterling the promise of merging this bilateral agree- 
Ment into wider arrangements which will undoubtedly be made 
for extending the multilateral use of sterling in international trade. 


* * * 


Intra~European Payments 


A sudden revival in the exercise of drawing rights under the 
Intra~-European Payments scheme occurred in April. This was 
due to the fact that the contributions given under the scheme 
were made available as to 75 per cent over the period up to 

ch 31, leaving the remaining 25 per cent to be used in the 
April-June quarter. Many of the contributions available for the 
Period to the end of March had, in fact, been fully used in the 
earlier compensations. With the arrival of April, a fresh quota 

unused contributions became available and were exercised with 
some avidity. Great Britain, for example, took in one month the 
Whole of the balance of its drawing rights on Belgium. The 
Netherlands also made extensive use of their unutilised drawing 
nights and had nearly exercised the whole of their facilities by 
the end of April. The cumulative total of contributions and 
a rights to the end of April, are shown in the accompanying 


Tt is now certain that the contributions granted by the United 
dom will not be wholly used. Italy, for example, which 
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village green—brings England vividly to the minds of 
many who live in other lands. At this time of year 
visitors are arriving in large numbers and whether 
they journey on business or on pleasure the Midland 
Bank is ready to welcome them. Branches on great 
Atlantic liners and in arrival halls of airports attend 
to their financial needs while crossing the ocean and 
when arriving by air. In London, Overseas Branch in 
Old Broad Street, E.C.2, and Travellers’ Departments at 
Poultry, E.C.2, and at 1964 Piccadilly, W.1, are equipped 
to provide for the requirements of visitors. Provincial 
foreign branches at Birmingham, Bradford, Liverpool 
and Manchester are similarly designed for a specialized 
service, while the Bank at over 2,000 branches 
throughout England and Wales offers a complete 


service for international trade. 


MIDLAND BANK LIMITED 
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obtained drawing rights equivalent to $25 million from Britain, 
has as yet failed to avail itself of any of these facilities. It remains 
to be decided how the non-utilisation of drawing rights will be 
treated under the wider Marshall aid scheme and, in particular, 
whether it will cost the donors an equivalent amount of direct 
aid from the United States: This will be one of the points to 
be discussed during the review of the Intra-European Payments 








— (In $ *000) 3 ; 
Received Givea 
Ead April End Juae* End April | End June* 

Austcia....jtee.... 2. | 49,17¢@ «| 66,600 | 362 3,100 
Pectateen . . ch as 0 0 cb owe } 8,905 11,000 185,007 218,500 
Dremanathk . .. daa» so 2 sps< 6,785 | 11,900 1,557 5,100 
Femte . s*. cairn: ia ge¥ee i 201,585 } 335,000 5,140 9,700 

j ! 
Ee ' $2,953 j 66,800 j Nil | Nil 
Sehr... .cemiieds a... Nit | 27,000 «| 32,035 | 47,300 
Netherlaads........ ; 77,8435 | 85,000 5,657 11,500 
ge > | 45,243 48,500 1,922 } 16,500 

| 
Seer... kscacces 7,501 j 9,890 | 25,113 34,800 
[rizone.......... : 29,999 | 114,200 | 74,305 123,600 
lurkey.... Peery 11,370 | 16,800 | 7,84 | 28,500 
Le ee 30,000 30,000 164,612 | 320,000 

SERA 00S denon’ 501,554 $18,400 501,554 818.400 
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* Commitments 


scheme which will be undertaken by the Consultative Group of 
OEEC Ministers which is meeting in Paris this weekend. 


Finance and Investment 


Bank Deposits Up Again 

The good impression created by the clearing banks’ state- 
ment for April has proved shortlived. In that month, although 
net bank deposits rose by £44 million, they were £9,000,000 
below their level at the corresponding date a year earlier—the 
first decline, on the annual comparison, since prewar days. But 
in May they rose by £24 million to £5,689 million, which 1s 
£47 million above the figure for May, 1948. In other words, 
the month’s increase contrasts with a decline of £32 million in 
the similar period last year—a difference which inevitably poses 
the question whether the curve is turning upwards again. In 
this context, it is perhaps worth noting that the seasonally- 
adjusted index compiled by Lloyds Bank showed a decline in 
May ; but this index is based on gross deposits, and these did fall 
on the month—by £13} million. 

At first glance, this credit expansion appears to be wholly due 
to Governmental demands, for advances have declined by nearly 
£8,000,000, whereas holdings of Treasury deposit receipts have 
expanded by £11} million and money market assets by no less 
than £34 million, But the small decline in advances conceals 
the much larger repayments which were made at the beginning 
of the month out of the proceeds of the £40 million of British 
Gas Stock which the Gas Council placed with the National Debt 
Commissioners ; the bulk of these funds were used to redeem the 
overdrafts of the individual gas undertakings now nationalised. 
Allowing for these repayments, it appears that other demands for 
advances must have expanded by at least £20 million. On the 
other hand, the greater part of the increase in the other assets 
of the banks, representing in effect the finance absorbed by the 
Government, must have resulted from the Treasury’s borrowings 
with the object of putting the Debt Commissioners (and, through 
them, the Gas Council) in funds. Apparently, it is the private 
sector, not the Government, which has absorbed this latest 
increase in the volume of credit. 

It might have been expected, even so, that the Government 
would, apart from this special operation, have had funds available 
to redeem indebtedness to the banks. In the fiscal year to date 
the “ above-line” surplus has been almost £100 million less than 
that for the corresponding period of 1948-49 ; but, in the four 
weeks most nearly aligned with the period embraced by the 
banks’ statement, there was still a surplus of £53 million, and only 
about £22 million of this was offset by net outgoings “ below 
the line,” Presumably the Treasury is still being called upon 
to redeem overseas holdings of Treasury bills. 


* * * 


New Capital for Steel 


_. whe problem of raising new capital for cue iron and steel 
industry in this twilight phase is exercising the ingenuity of the 
companies concerned, for it is obvious that the prospect of 
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nationalisation has lessened their appeal to the ordinary investor 
A reasonable compromise arrangement has been announced this 
week by Guest Keen and Nettlefolds. Of the total of £15.5 million 
of new money which will be required by the group, the larger 
proportion will be needed by John Lysaght’s Scunthorpe Works 
Ltd. where an increase of 50 per cent in steel capacity has been 
planned. Since this subsidiary is scheduled for nationalisation, 
the subscription of new capital has been arranged with the 
Finance Corporation for Industry, In the first instance this 
borrowing will be on a short-term basis, but there is later 
provision either for the assumption of the debt by the Govern. 
ment or for the eventual participation of the public and the 
parent company. An agreement has been signed where 
the Finance Corporation for Industry will advance £11 million 
in loans by instalments to be secured by trust deeds as a first 
charge on the assets of John Lysaght’s Scunthorpe Works Ltd. 
The capital market will not be directly involved in this part 
of the operation ; but the second phase involves a public issye 
to raise £4,500,000 new money for the group, exclusive of Johr 
Lysaght’s Scunthorpe Works Ltd. 


If this latter issue is sanctioned by the Capital Issues Sas. 


mittee it will, with the possible exception of the new Babcock 
and Wilcox issue, the details of which have not yet been 
announced, be the biggest issue of ordinary capital to be made 
so far this year in the London market. Together with the 
£3,500,000 already in hand, it should provide the group with 
£1,000,000 more than the £7,000,000 required for capital projects 
—apart from the extensions to John Lysaght’s Scunthorpe 
Works—already sanctioned by the United Kingdom companies. 
But even this surplus is probably less than wil! eventually be 
required for working capital when the new projects are com- 
pleted. No indication has been given whether it is the intention to 
use some of the proceeds of the new public issue to finance 
capital projects of other subsidiaries, such as Guest Keen Baldwins, 
Guest Keen and Nettlefolds (South Wales), and Brymbo Steel 
Works, which are also down for nationalisation. 

Although Guest Keen and Nettlefolds has succeeded in having 
the parent company of the group removed from the third schedule 
of the Iron and Steel Bill, continued efforts are being made to 
secure the “hiving off” of the non-steel-producing sections of 
Guest Keen and Nettlefolds (South Wales), which remains firmly 
in the schedule. It is still possible that this subsidiary will be 
split in the event of nationalisation. It appears entirely logical 
that this should be done, however much the disintegration of these 
fully integrated units of the iron and steel industry may be 
deplored for its own sake on technical grounds. 


* * * 


ICI Chairman on Nationalisation 


Lord McGowan, in his address at the annual meeting of 
Imperial Chemical Industries this week, offered the Labour Party 
some extra food for thought on the eve of its Whitsun con-, 
ference. His warning that nationalisation might have disastrous 
consequences for the overseas business of ICI is one that no 
party (having the record of chemicals exports over the past few 
years in front of it, and paying appropriate regard to the impli- 
cations of a slump in exports) can afford to neglect: 

Too many people think of nationalisation of a large industrial 
concern as a domestic affair only, and fai! to realise what repercus- 
sions actions of this kind would have in our markets overseas ... 
I can assure you that the nationalisation of your company Ww 
generally be regarded by those with whom we trade and with whom 
we have joint manufacturing enterprises as a grave mistake in 
British commercial policy, and, furthermore, as being destructive of 
that good will and co-operation which have been of so much benefit 
in the past to both this country and this company. Not only 
would there be difficulty in maintaining exports and, therefore, 4 
loss of earning power in valuable foreign currencies, but countries 
which at present buy chemicals from Britain would be encouraged 
to erect plants of their own, not necessarily with British capital. 
Lord McGowan also mentioned that the appearance of ICI 

on the tentative list for Blackpool is having a disturbing effect 
on the staff and potential recruits to the organisation. — 
directors of ICI have exhibited restraint in keeping the dividend 
at 10 per cent, But on this point the chairman was looking more 
to the heavy capital requirements of the group than to the Govern- 
ment policy of dividend limitation. He was at pains to point out 
that the board “does not regard limitation as sound in principle, 
except in a national emergency, and for a short period.” 


* * * 


Agreement on Israel’s Sterling 


After prolonged discussions, Israel is to be granted facilitics 
to draw to the extent of just under £7,000,000 on its sterling 
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tgances during the six months from May 1st to October 31st. 

This release, with the assistance coming from the United States 
make it possible for Israel to finance the import pro- 
planned for 1949. Details of the various dollar loans 

ind gifts were outlined in these columns last week, and a more 
ral discussion of Israeli economic problems will be found on 

¢ 1044 of this weck’s issue. Sterling releases will be made at 
the rate of £700,000 a month. A further £1,000,000 is to be freed 
immediately to cover 50 per cent of the Israeli sterling liabilities 
qistanding on April 30th ; and £1,750,000 will be made available 
gecifically to cover the cost of Israeli oil imports, Israel also 
pecomes a limited member of the transferable account group of 
ountries. Banks in Israel will be enabled to transfer sterling 
member countries of the group up to £200,000 per month. 

The exchange value of the Israeli pound, though at parity with 
gerling, will remain at its present rate of $3. This discount below 
ie dollar-sterling parity is causing considerable irritation to the 
Trasury. It would seem, however, that the Israeli delegation 
ys succeeded in convincing the British officials that Israeli 
wunds really are worth less than sterling, 

A release of nearly £7,000,000 in six months looks generous. 
fvidently, the figure acknowledges the fact that Israel’s 
{35 million of sterling balances are not frozen war-time accumula- 
fons but balances customarily held in London in the normal 
curse Of business. Israel will now be able to cover its more 
ugent imports from the sterling area. Imports will consist of 
fod from Australia and South Africa. New machinery, spare 
parts, railway equipment and prefabricated houses are among the 
gads to be imported from Britain. 


* * * 


Talks with Czechoslovakia 


Commercial and financial negotiations opened this week in 
london between British Government officials and a Czech 
Government delegation led by Dr Rudolph Margolius, of the 
Ministry of Foreign Trade. The Czechs are very short of sterling 
and equally short of acceptable exports. At the same time they 
u¢ in urgent need of essential raw materials, including cotton and 
wel, which the sterling area could provide. The Czechs have 
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been talking in terms of Sterling Area—Czech trade amounting 
to some £30 million each way. Careful investigation, however, 
has shown that the essentials which Czechoslovakia is able to 
offer would amount to little more than £1,500,000 a year with 
a possible {2,000,000 of marginally acceptable goods. The huge 
balance would have to be filled by such articles as glass ware 
and “costume” jewellery. It is possible that certain consumer 
“incentive ” goods might be exported from Czechoslovakia to the 
colonies, but the task of arriving at a rough equilibrium of sub- 
stantial trade with the sterling area will obviously cause great 
difficulty. The main obstacles to the expansion of Czech exports 
to sterling countries are, first, the fact that most Czech machinery 
is bespoken for Russia, and, secondly, the effect on Czech prices 
of the inflation to which that country has recently been subjected. 
The difficulties of reaching any agreement with the Czechs will 
be further increased by the necessity to allow in the current 
payments between the two countries a margin for reasonable 
compensation on debts owing by Czechoslovakia to Britain. These 
debts total some £28 million, of which £25 million is owing to 
the UK Government. Most of this indebtedness was incurred 
during the war. A settlement of this question will have to precede 
any commercial agreement. 


* * * 


A Sterling Discount Eliminated 


When the Anglo-Swiss payments pact was signed in April, 
the place of financial transfers in the Anglo-Swiss balance of 
payments was left over for later discussion. Agreement has now 
been reached on this, perhaps the most intricate aspect of financial 
relations between the two countries. Briefly, the Swiss National 
Bank has hitherto refused to purchase sterling resulting from 
financial transfers from Britain to Switzerland in those cases in 
which the payments were being made to persons who did not 
appear to be bona-fide residents of Switzerland. In consequence, 
the resultant sterling, instead of commanding the official rate of 
Sw. fres. 17.36 to the £, has found its way into the free currency 
markets where it has been sold at a discount of 1§ to 20 per cent. 
At this rate it found continental buyers who have used these 
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so-called “B” pounds to finance some of their purchases of 
British goods. 

This market has now been eliminated by new arrangements for 
financial transfers from Britain to Switzerland. All such transfers 
will now be recognised by the Swiss authorities, and thus will 
command the official rate. Paradoxically as it seems to the 
Swiss, Britain is insisting on making bigger transfers—whether 
for dividend and interest remittances, royalties, Compensation 
payments for war losses—than the Swiss consider to be strictly 
necessary, despite the fact that these additional payments in 
effect cost Britain gold, since Switzerland’s holding of sterling 
remains at the “gold point” of £15 million and the sterling 
area current balance of payments with Switzerland is still in 
deficit. The Swiss would saturally have preferred to see such 
gold expenditure as Britain is prepared to countenance to be 
reserved for purchases of tourism or of Swiss goods. The British 
authorities, however, insist on strictly interpreting the definition 
of current financial earnings freely cligible for transfer abroad, and 
are not prepared to seek a loophole by disallowing certain of the 
transfers. At the same time, the British Exchange Control, always 
on the look-out for dealings in sterling below parity, has for some 
time been thinking of ways to close this market. The supply 
of “B” pounds will be dried up by this new arrangement, but at 
a cost of some millions of pounds worth of gold a year. 


* * * 


Insurance and Nationalisation 

Two organisations of the insurance industry—the comprehen- 
sive British Insurance Association and the Association of Industrial 
Life Offices—have this week made it plain that strong opposition 
will be organised against the proposal to nationalise the offices 
conducting industrial assurance should it be confirmed at next 
week’s conference of the Labour Party. At this stage, however, 
thev are confining themselves to a reasoned statement of their 
case. To objective minds, that ought to suffice—for the case is 
a strong one. As set out in a leaflet which the British Insurance 
Association is sending to each of the delegates to the Blackpool 
Conference, it is founded on three basic arguments. Beyond 
doubt, the most potent of these is the prediction that nationalisa- 
tion of any branch of the insurance industry would seriously 
undermine the whole important contribution which its overseas 
business makes to Britain’s invisible exports. The Association, 
drawing upon its recently published estimates (noted in The 
Economist of March §th last), points out that the bulk of the 
fire, accident and marine business of British insurance under- 
takings comes from overseas sources, the average net earnings 
from which are stated to be at least £33 million a year. Most 
of this, moreover, is said to accrue in hard currencies The total 
annual volume of American insurance placed with British com- 
panies represents a premium income of about £200 million. It 
seems certain that a large part of this business would be 
jeopardised by any nationalisation scheme. As the Association 
points out, Many overseas persons and institutions, “ whether 
they ought to feel in this way cr not, will not put their insurance 
business into a nationalised insurance organisation run by what 
would be to them a foreign state.” This prediction is support- 
able by the widespread suspicion which such interests have shown 
in the past few years—a suspicion which the British companies 
were—until the recent pronouncement by the Labour executive 
—able to allay by quoting the reiterated pledge first given by 
Sir Stafford Cripps in 1945. 

Given the present plight of Britain’s balance of payments, this 
argument alone ought to weigh decisively against any nationalisa- 
tion project at this stage. But quite apart from that, there is 
the further probability that nationalisation would in any circum- 
stances reduce both the scope and the attractiveness of assurance 
at home. The memorandum points out that industrial and 
ordinary life assurance is “perhaps the most widely practised 
of all forms of thrift”; but it is likely to be less practised ia 
future if it is no longer promoted by the activities of competing 
insurance offices and competing regiments of canvassers. In the 
opinion of the Association, a uniform state system and absence 
of competition would without doubt cause a steep fall in the 
volume of business. Thirdly, even without this decline, it is 
questionable whether insurance could remain as attractive to the 
public as it is now. It would certainly be much less so if the 
State were to use this “immense investing agency” as an instru- 
ment for canalising additional funds into gilt-edged securities or 
into investments selected for political or social reasons. On the 
other hand, if the State were to attempt to follow instead the kind 
of investment policy which the insurance companies now practise 
themselves, it is scarcely to be expected that it could be more 
successful than they, with their long experience and their expert 
technique in the markets. 
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Dunlop Capital Requirements 


A 28 per cent increase in the profit of Dunlop Rubber in 1948 
(bringing the total to well over £10 million for the first time 
an expansion of sales turnover from £102 million to £129 miflj 
and the ever-widening field of the group’s activities now colour. 
fully portrayed in a new brochure, provide clear evidence that 
the company’s post-war schemes are yielding good results, § 
far the group has managed to finance this impressive growth 
largely from its own resources. The scale of the financial achieve. 
ment may be measured by the fact that, although fixed assets 
and trading items absorbed approximately £14 million of addi. 
tional funds during the year, at December 31st last the group still 
had nearly £2,000,000 in free cash and Tax Reserve Certificates 
—after deducting £3,303,116 of bank overdrafts. 

According to Sir Clive Baillieu, the new chairman of the com. 
pany, who succeeds Sir George Beharrel after a distinguished 
period of 26 years, the capital has been working overtime. Yer 
even the funds of Dunlop Rubber are not indefinitely elastic, and 
it seems a reasonable assumption that if their 1948 rate of absorp- 
tion has been continued in the current year, it has probably been 
partly financed from borrowed money. A new issue by Dunlop, 
which now employs £68 million capital from all sources, would 
be a financial event of the first importance. It may materialise 
in the coming twelve months. The chairman has so far been 
non-committal on the subject ; nor has he provided a final answer 
on the possibility of a bonus issue. On the face of the latest 
balance sheet, which reveals revenue reserves of over £1¢ million 
compared with a total issued capital of £12,783,023, the market 
has been actively canvassing the chances of such an issué. But 
hopes are fading now—partly because of the more realistic attitude 
prevailing since Sir Michael Kielberg’s observations on the subject, 


* * * 


S. E. Ruling on “ Pre-Acquisition ’’ Profits 


The Stock Exchange has this week taken another step 
towards tightening up its minimum requirements in profits state- 
ments furnished by companies applying for a quotation of 
securities. Its attention has recently been drawn to the fact that 
certain holding companies have received legal advice that one 
of the results of the Companies Act, 1948, is to preclude them 
from distributing by way of dividend any profits earned by sub- 
sidiary companies prior to the date of acquisition. The Share 
and Loan Department has therefore ruled that, where a holding 
company makes an application for the quotation of its securities, 
the Department needs to be satisfied that in any propectus esti- 
mate of profits or dividends to be paid in respect of the first 
financial year, pre-acquisition profits have not been included. 

This is a particularly appropriate week in which to make such 
an announcement, since it has coincided with the annual meeting 
of P. B. Cow. This plastics company issued a prospectus in 
October last year for its issue of 485,500 5 per cent preference 
shares and 425,000 4s. ordinary shares in which net profit for 
1948 subject only to taxation was estimated at £192,770. In the 
event, group net profit, which included part of the pre-acquisition 
profits of two newly acquired subsidiaries, amounted to only 
£67,929, while a small loss was shown by the parent company. 
On the publication of the full accounts for the year, the earlier de- 
ferment of the preference dividend payment for the five months to 
March 31, 1949, was subsequently confirmed. In the prospectus, 
the extent to which the profits of the newly-acquired subsidiaries, 
Hertfordshire Rubber and Sorbo, would be available to the parent 
company was not precisely indicated, though it was stated that, 
although part of these profits would be available to the company, 
a proportion would be placed to capital reserve. Yet i* was on 
the basis of a ten-year average of the combined profits of the group 
as constituted on the date of the prospectus that the estimate of 
a six-and-a-half times cover for the preference dividend was based. 
The dual effect of the Companies Act, 1948, and the Share and 
Loan Department’s own vigilance should remove any future 
ambiguity on this score, 


Industry and Trade 


The Index of Production Explained 


The publication of an official booklet* on the interim indes 
of industrial production adds greatly to what is known about the 
construction, and the limitations, of the index. The bookiet 
explains clearly the extent to which the Central Statistical Office 


* The ieetion Yadet of Sediiatrial Production. HMSO. Is. 
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sys been forced by inadequate data to depart from the theoretical 
| What the index sets out to do has been stated often 

: jt is to Measure the changes in physical output of each 
dustry since 1946 and combine these changes into a single 
dex bY weighting according to the net output of the industry 
9 1946. But there is a whole crop of difficulties. Changes in 
ality can in general not be taken into account. Again, for only 
wo-thirds of the production coming within the scope of the 


7 dex is a Measurement by numbers or physical quantity available 


gal. A further 22 per cent—which includes mechanical engineer- 
is related to the money value of output or sales, and the 
sae adjustments made must contain quite an element of guess- 
wrk. The remaining 14 per cent of output is measured by 
«asumption or deliveries of materials, without allowance for the 
ime-lag—which may be quite appreciable in certain types of 
maufacture—between input of materials and output of products. 
Reause of the lengthy period of construction in building and 
dipbuilding, these two industries are given special statistical 
qeaament, which is not, however, extended to some comparable 
gustries such as locomotive building. Again, many production 
are available only at intervals of two, three or four months. 
for these branches of production the sub-division of output into 
gpate months is made on the basis of numbers employed or 
neely by analogy with the monthly fluctuations of output of a 
imilar type of product. 
The 400 individual production series are combined according 
» estimates of net output in 1946. These estimates are built on 
jnther unsafe foundation, since they are derived from the 1935 
ensus of production adjusted according to (mainly) changes in 
te total wage bill between 1935 and 1946. They are, it is true, 
estimates for weighting purposes only. The effect of errors in 
tem is not likely to be great in looking forward from 1946, 
put may well be serious in looking back to a prewar level. Indeed, 
ay comparison with the prewar volume of production is of en- 
ily dubious value, since the difficulties of measurement over a 
sort period become manifoldly greater when projected over a 
matter of ten vears. The widely different results obtained by 
wighting according to the 1935 or the 1946 pattern of net output 
kmonstrates this fact. 
The Central Statistical Office has set out honestly and with 
xidity the difficulties of this kind which arise ; a complete list 
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of them would be lengthy. To emphasise them is necessary, but 
does not imply that the index is untrustworthy within the limita- 
uons of what it claims to perform. Generally, it should give a 
reasonably true picture of the trends from 1946 onwards, but it 
cannot be taken as an accurate measure of changes in production 
from month to month or of changes since before the war. And, 
perhaps most important of all, the index as it stands should not be 
used as a basis for general statements about improvements in pro- 
ductivity. (Statisticians would not be likely to use the index in 
this way, but politicians are sometimes tempted to.) The differ- 
ences in scope of the figures of production and of employment 
then and now alone invalidate any such comparisons. Moreover, 
it is often forgotten that there are three and not two factors 
which affect changes in total production—the relative numbers 
employed in each industry as well as the total employment and 
the productivity per man within each industry. ‘To relate the 
movement of total employment to the movement of total pro- 
duction over a long period of time, and to deduce on that basis 
a rise or fall in productivity, easily may be wrong. 


* * * 


Steel for the Motor Industry 


The Ministry of Supply has decided to increase the steel 
allocations for the second half of the year of those motor manu- 
facturers who have done well in the export trade. The number 
of firms receiving it has not been disclosed, nor has the quantity 
of steel involved, but the quantity is believed to be sufficient to 
raise the output of cars for the year to 400,000 compared with 
335,000 in 1948. The Ministry of Supply—which was emphatic on 
this subject when steel was scarce a year ago—is being unnaturally 
guarded about it now. Expectations in the trade vary, but the 
Standard Motor Company, one of the recipients, expects its new 
allocation to make an appreciable difference to production. The 
motor industry anticipates no general increase in its steel alloca- 
tions in spite of the improvement in supplies of most forms of steel. 
The industry uses steel in specific forms, mainly hot and cold 
rolled strip, and capacity to make these products is less elastic 
than capacity to produce steel in general. But moderate increases 
can probably be met. The motor industry has lately been 
accustomed to estimate that it gets 65 ner cent of its steel require- 
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ments, but there are considerable variations between firms. 

Although the extra steel has been given to certain manufacturers 
as a reward for past performance, the export figures are not par- 
ticularly encouraging for the future. In April, 19,450 cars were 
sold abroad. A comparison with the March figure of 22,472 cars 
would be misleading because many of the vehicles exported in 
March should have been dispatched in February. In February, 
15,829 cars were exported. The industry is, therefore} just about 
holding its ground. Sales of British cars on the American market 
continue to dwindle. In April only 287 cars were sent there com- 
pared with 353 in March and 1,328 in January. 


* * * 


The Fawley Refinery and Dollar Oil 


The project to add a vast new oil refinery to the existing 
installations of the Anglo-American Oil Company at Fawley on 
Southampton Water has for some time been treated by the 
Government as a settled thing, and was included as such in the 
British programmes for OEEC during the past year. But the deci- 
sion to proceed rested not with the Government but with Standard 
Oil (New Jersey), which announced this week through its sub- 
sidiary, Anglo-American Oil, that the project is now to go ahead. 
Some details given by Mr David A. Shepard, the chairman of 
Anglo-American Oil, indicate the huge scale of the undertaking. 
The constructional labour force now at work on the site is, he 
said, “minute,” but should rise within a year to about 2,500 
workers. By the end of the second year it should be between 
4,000 and 6,000. The work should be finished in three years. 
Mr Shepard estimated the capacity of the completed refinery at 
110,000 Or 115,000 barrels a day—more than 5,000,000 tons a 
year. This will make Fawley by a large margin the biggest 
refinery in Europe ; the Anglo-Iranian refinery at Abadan, the 
Standard refinery at Aruba, the Shell refinery at Curacao, and 
a few American refineries are larger. Two new pipe-stills—the 
first of the main groups of equipment to be installed—will each 
have a capacity approaching 60,000 barrels a day. The catalytic 
cracking plant will have a capacity of about 37,000 barrels a day ; 
it is the catalytic plants, at Fawley and at the new refineries of 
the British undertakings, which may bring about a perceptible 
improvement in the averag: quality of the motor spirit supplied 
to the British public. Whether a petroleum chemical plant will 
eventually be added to the refinery is undecided, but catalytic 
cracking will inevitably produce tail gases which could form the 
basis for synthetic chemical production. Docks will be built to 
take tankers of at least 26,000 tons, and capable of enlargement 
to take the largest tankers in prospect, which seem likely to be 
as large as 37,000 tons. The total] cost of the project will be in 
the neighbourhood of £374 million. 

Since much of the equipment will be supplied from the United 
States, a substantial part of the cost will have to be found in 
dollars ; Standard Oil (New Jersey) will provide these in the form, 
presumably, of a dollar loan to its subsidiary, which in turn will 
have to find the remaining finance in sterling. The delays in 
starting the scheme have been attributable in part to hesitations 
about the dollar finance. Standard Oil was known last year to 
be anxious for suitable assurances of the convertibility into 
dollars of its earnings from the investment, and in the autumn was 
exploring the possibility of an investment guarantee from ECA 
Mr. Shepard said this week that no ECA guarantee has been given, 
and that ECA funds will not enter into the operation in any way. 
Presumably the British Government has overcome any hesitations 
it may have had about accepting the dollar claim which so large 
an investment implies. This is reasonable, since the dollar-saving 
advantages of the enterprise for this country are exceptionally 
great. Standard Oil products form the bulk of the present dollar 
petroleum imports of Britain. Refining in this country will auto- 
matically eliminate between 25 and 35 per cent of the dollar 
costs of those products. Much of the remainder will be cut out 
too, because the Standard group has a large contract (which has 
not yet begun to operate) with the Anglo-Iranian Company for 
the supply of crude oil from Abadan ; this, together with the 
Standard share in the output of the Iraq Petroleum Company, 
will supply the bulk of the requirements of the new plant at 
Fawley. The largest single p of dollar oil supplies to this 
country will thus be replaced, substantially, by sterling oil. 


* * * 


The Avonmouth Affair 


The Avonmouth dock strike, which has spread to Merseyside 
and by the end of the week involved more than 8,000 men at 
the two ports, illustrates vividly the blind loyalty which the 
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individual docker can show to what he believes to be trade unio, 
principles. Few of the Bristol or Liverpool strikers can have 


any clear idea about the merits of the remote dispute which Started _ 


the trouble. But because the men were led to believe that if 
they worked on certain ships they would be “ blacklegging ” 


and in spite of appeals from union leaders and the promise of § 
an enquiry from the Dock Labour Board—efforts to settle the ~ 


strikes have proved fruitless. 
The story is long and confused. 


negotiating body. 
national Union, is under Communist domination and is mislead- 


ing the British dockers about its true position. The CSU crew | 
of the Canadian ship “ Gulfstream” successfully appealed to the 
Bristol dockers not to unload their ship. A substitute SIU crew ~ 


It concerns the rivalry — 
between the Canadian Seamen’s Union and the Seafarers’ Inter. 
national Union. The SIU is affiliated to the American Federation _ 
of Labor, and has been recognised by the employers as the | 
The CSU, according to the Seafarers’ Inter. — 
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was flown out, but the dockers still refused. The “ Gulfstream” — 
was eventually got away on Tuesday by volunteer labour, but _ 


another ship on which the same issue arose, the “ Dromore,” was 


sent from Avonmouth to Liverpool ; thereupon a similar strike — 
broke out on Merseyside, and some thousands of dockers at the _ 
two ports found themselves in a position from which retreat was _ 
difficult. The Ministry of Labour acted promptly to get perish- | 
able cargo at Avonmouth unloaded by Service labour, and Mr _ 
Arthur Deakin, the secretary of the Transport and General — 
Workers’ Union, urged the strikers not to be “ exploited and mis- _ 
led,” pointing out that whatever dispute might exist between the _ 


Canadian groups there could be no possible dispute in this 
country. 


withdrawing their labour. 
* * . 


Cheap Molasses for Industry 


British producers of industrial alcohol and solvents have 
complained for some months that the price they paid the Board 


of Trade for molasses made it impossible to sell their products 
abroad at competitive prices. To help them, and also to help those | 


export industries which use large quantities of alcohols and 
solvents, the Board of Trade has now made special arrangements 
with the distillers designed to bring their raw material costs more 
into’ line with world costs. At the same time it has relinquished 
control over the production and supply of ethy! alcohol, butyl 


It seems clear that Communists have been quick | 
to fasten on this irrelevant issue to hoodwink the dockers into — 
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alcohol, acetic acid and acetic anhydride from June Ist, while — 


retaining control of molasses supplies. 


These changes became necessary after the collapse of the world — 


price of molasses. 


Before the war molasses could be bought for — 


about 4 cents a gallon. The world’s main sources of supply were — 


Cuba and Java, supplemented by molasses from domestic sugar 
refining (one-third of British supplies are domestic). 
States distilleries are designed to ferment wheat and potatoes 
as well, and do use these when the prices are low enough. 


During and after the war Cuba enjoyed the position of virtually f 
High grain prices strengthened the 


sole exporter of molasses. 


United | 


19.) RO, 


Cuban hand, and by January last year, when the 1948 crushing © 


season started, American distilleries were paying 22 cents a gallon. | 
The United Molasses Company, acting as agent for the Board of © 
Later in © 
the year the American companies refused to pay the current price | 


Trade, negotiated a price of 18 cents for the season. 


and stopped buying. They were supported by an unexpected 


surplus of grain and potatoes in the United States. The prices of © 
the distillation products began to fall. The petroleum cracking || 


plants were also producing large quantities of the same alcohols, 
and reduced their prices in conformity. Since the fall in grain 
prices and the expansion of production from petroleum sources 


were both equally unexpected, the distillers, who are accustomed a 


to carry over large stocks of molasses from one crushing season 
to another, lost heavily in the price adjustments. 


has been has been at 4 cents a gallon: If buyers continue to 
back, the price may go even lower. 


In so far as it bought at a lower price, the Board of Trade is 


in a slightly better position than the American distillers. Ls 
of the | 


year, and an undisclosed volume stored abroad. None has been 


holds very large stocks of molasses from the 1948 crop. Ja 
270,000 tons were stored in this country at the beginning 


bought this season. 


British distillers are still working out their new, prices in j 
but the price for bulk deliveries of plain British spirit has aireae 


been reduced from 2s. 6d., a proof gallon to 1s. 8id. Irs 


As the process © 
went on they found Cuban producers prepared to sell at prices — 
between 11 and 4 cents a gallon to get rid of 1948 stocks. Very © 


little buying has yet been done in this 1949 season, bur what Ot : 
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tly clear that money will be lost somewhere, as it was in 
United States, and it is not reasonable to suppose that the 
syrden should be born entirely by the distilleries. 
Stil] unknown are the possible repercussions on the petroleum 
ical industry. The solvents and alcohols which are produced 
by the fermentation of molasses are obtainable alternatively from 
um .cracking. The preduction costs of the new plants 
ge not yet Known, but the capital cost of constructing them 
has risen considerably since the plans were first drawn up. It is 
yo early to say whether they will still be able to produce all of the 
wlvents at a price which can compete with the distilleries. The 
gew price levels of molasses-derived alcohols may lead to a greater 
gacentration of production on the propylene derivatives, which 
ge not produced by fermentation, rather than on the ethylene 
oes Which are. Each group—propylene and ethylene—yields a 
wide range of chemicals. ; 


* x . 


| Difficulties of Defining Cloth Content 


Regulations which the Australian Government is proposing 
io introduce, and which will require that every piece of cloth 
wid in Australia shall bear a label defining the content of the 
doth, have aroused some alarm in the British cotton industry. In 
consequence the standing conference of the industry on overseas 
made policy, which was formed in December on the initiative of 
the Cotton Board, has sent a resolution to the Australian High 
Commissioner in London asking that the regulations should be 
ferred. If the regulations take effect, cloth exported to Australia 
wil have to be marked to show, if the fabric is a mixture, what 
percentage of each fibre it contains ; and on all cloth the percentage 
df non-fibrous or finishing substance in the cloth will have to be 
down. The original intention was to apply the regulations only 
cloths containing wool, and the Lancashire trade points out 
tat their extension to cotton and rayon will give a great deal of 
rouble. Some of the difficulty is of a technical kind ; on the one 
lund the filling, and on the other the fibrous content itself, may 
te reduced to a varying extent in the processes of manufacture, 
and the work to be done before accurate description of the kind 
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envisaged can be guaranteed is likely to prove elaborate. At the 
same ume certain modern finishing processes, which the trade’ 
regards as improved processes, make use of resinous fillings which’ 

add an enduring quality to the cloth.” Naturally the trade 
does not want labels which might lead the consumer to suppose 
a cloth treated in this way to be of inferior quality. Still less 
does it want to be obliged to maintain special stocks for the 
Australian market; there is enough compartmentalisation in 
cotton textile production already. It has asked the Australian 
Government to postpone the regulations until the British cotton 
and rayon industries have had an opportunity to explain their 
case and to propose “more practicable means of giving the 
consumer effective safeguards of the kind intended.” 


Shorter Notes 


The price of light oils (motor spirit and diesel fuel for road 
transport) has been reduced in Britain by 3d. a gallon. These 
changes follow a decline in market prices in the US Gulf. They 
are the first cuts to be made in Britain since 1945. The oil 
companies will watch with interest the movement of light oil 
prices because of their possible repercussions on the price of 
crude oil, which has with certain exceptions been held in spite 
of the fal] in fuel oil prices. The oil companies in the United 
States have so far been able to recoup their losses on fuel oil 
by raising the price of motor spirit. The current price of motor 
spirit in New York is equivalent to 1s. 2d., plus 4d. tax, for an 
Imperial gallon. In Britain it is 1s. 3}d. plus 9d. tax, so the 
gap has narrowed to 14d. American demand may for the moment 
be sufficiently strong to enable the oi] trade to maintain its 
prices, but a general fall in world crude oil prices is beginning 
to appear overdue. 


Coal output last week was 4,475,900 tons, which is 103,700 
tons more than the previous week and the highest figure to be 
reached this year. Total output for the first 21 weeks of the year 
is now 88,250,700 tons. 
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WHAT EVERY 


LONDON 


HOUSEHOLDER KNOWS 


under the roughest conditions, his property, his factory or his greenhouse. An 


When the decorators put up their ladders and start the job, every householder 
knows that it’s their wages, and not the paint they’re carrying in their buckets, 


which will cost him by far the most money. Yet here and there is an improvident 


person, who will not take care to specify the 
best paint—that is, the paint which will give 
him the longest service 


and which can protect, 


increasing number of householders, along with architects and builders, do specify White 
Lead Paints as they are sound economy and in the long run a big saving in 

labour costs, because they will resist all weathers and will live into a well-preserved 
old age. White Lead for paint is a specialised product, and the plants which we have 


designed for its manufacture are among the finest and most modern in the world. 


ASSOCIATED LEAD 


™ MANUFACTURERS LIMITED 
re “Ibex House, Minories, EC3. Crescent House, Lead Works Lane, 


NEWCASTLE * CHESTER 
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COMPANY MEETINGS 


STEWARTS AND LLOYDS, LIMITED 


RECORD ORDERS IN HAND 


THE IRON AND STEEL BILL 


NATIONALISATION DANGERS 


MR A. G. STEWART’S VIEWS 


The fifty-ninth annual general meeting of 
Stewarts and Lloyds Limited., was held on 
May 26th in the Merchants’ Hall, 30, George 
Square, Glasgow, Mr A. G. Stewart (the 
chairman) presiding. 


The chairman said: Ladies and gentlemen, 
—The directors’ report, which contains com- 
ments on the accompanying accounts, has 
now been in your hands fcr some three weeks. 
The report, together with the notes on the 
two balance sheets, has, I hope, made the 
position reasonably clear. 


I must, however, make further reference 
to three items mentioned in my _ last 
speech :— 

Last year I referred to the fact that we 
had received nothing from the National Coal 
Board for colliery stocks and stores. Yeu 
will note from the consolidated balance sheet 
that the value of assets vested in the Naticnal 
Coal Board has been reduced by amounts 
received on account. The net sums received 
during 1948 amounted to £136,699, which 
leaves a further substantial sum still owing 
in respect of stores. 

During the year we received a small ad- 
dition to the £900,000 3 per cent. transport 
stock on account of our main line wagons 
transferred to the British Transport Com- 
mission. All the steck was sold during 1948 
and the surplus arising from the whole trans- 
action is shown as a separate item in the 
profit and loss account. 

You will notice that this year there is a 
desirable reduction in the “ Net difference 
in inter-company accounts.” This has been 
brought about by the inclusion of the South 
African subsidiaries on the basis of special 
interim balance sheets taken out on the same 
date as our balance sheets. 


The company issued this year a fuller 
dividend announcement than heretofore. This 
was well received by the press and was, I 
hope, of some help to stockholders. As to 
the allocation of the profit available, there 
is again little I can say in addition to what 
appears in the directors’ report. You will 
notice that the whole of the abnormal items 
of profit—that is, tax reserves no longer re- 
quired and the surplus on sale of wagons— 
has, although available for distribution, been 
carried meantime to general reserve. 


NATIONALISATION 


In each of the last three years I have 
referred in my address to you to the subject 
of nationalisation, and I have said that it was 
difficult to see how the Government could 
define the iron and steel industry which they 
proposed to nationalise. This has, in fact. 
proved to be the case, and the Iron and Steel 
Bill, which was introduced in the House of 
.Commons in October, 1948, and which is 
now before the House of Lords, has taken the 
form of compulsory acquisition of all share 
capital of companies named in the Bill. If 
the Bill becomes law, your company will be 
taken over among many others, and the stock- 
holders will be paid out in Government 
stock carrying some interest to be fixed by 
the Government. 


The prices to be paid for the stocks of 
this company will be as follows :— 


ae: 
Deferred stock akon 217 4 
Six per cent. first preference 
stock nS e sens 1 11 G 
Ten per cent. second prefer- 
ence stock ss ceed vom 2 
Five per cent. third prefer- 
ence stock. ..,.:. aie Sa a i 
Stewarts and Lloyds 
sa ce cohen 104 3 4 
Stanton debentures ......... 100 10 0 


LOSS OF INTEREST 


Under the bill these prices, as you are 
aware, are fixed according to Stock Exchange 
prices ruling at certain dates. It is expected 
that the Government stock to be issued in 
exchange will be one bearing interest at the 
rate of 3 per cent., and if this is the case, 
holders of the various classes of stock will 
lose interest, as <gainst present yields, at the 
following rates :— 


Loss of interest 
per annum 


Deferred stock .............0005s 1.43 per cent, 


First preference stock......... ae 
Second = EE a Be eek Leas 
Third re Be tence ek a 
Stewarts and Lloyds’ deben- 

OR NE Spe oe 9 ars 


Stanton debentures ......... aS = Se 

I suggest that this loss of interest is most 
unfair, and it will, I know, be serious to 
many stockholders. 


Throughout the years, a conservative 
financial policy has been followed by your 
company, and profits have been ploughed 
back into the business to enable us to 
survive in times of stress, and to extend and 
improve our plants continucusly. This 
policy is the main reason why we find our- 
selves as strong and efficient as we are 
today. Stockholders would normally be 
entitled to expect to reap the benefit of this 
financial policy in the form of increased divi- 
dends, or at least the maintenance of the 
present rate of dividend which has been paid 
for the past 12 years. Under the Steel Bill 
it is, of course, no longer possible to increase 
dividends, or to make an issue of further 
capital on favourable terms to the stock- 
holders. Your directors are at present 
powerless to take any action which would 
ameliorate the position of the stockholders. 


I have endeavoured to tell the stockholders 
what would be the effect, from their personal 
point of view, of exchanging their Stewarts 
and Lloyds stock for Government Compen- 
sation Stock. 


INADEQUATE COMPENSATION 


I now propose to say something on the 
subject of the. total amount of compensation, 
that is, the sum of £34,474,380. It must not, 
however, be forgotten that it is the whole 
principle of nationalisation which your 
directors think is wrong. 


If you turn to the consolidated balance 
sheet now before you (page 11) you will see 
that the net value placed on fixed assets is 
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£18,084,017. As T have said, it has been the 
company’s policy to deal with fixed assets on 
a conservative basis. In addition to de 
ciation, which is calculated on a “ stratghe 
line basis,” plant has been regularly weiesia 
down further by allocations from the er, 
lescence fund, Obsolescence has been applied 
in all cases where we knew that any eaten 
lar plant was to any significant extent out of 
date, regardless of that plant’s current earn- 
ing power. This practice has also been 
adopted in our subsidiaries here and over. 
seas. 


It would be a matter of some difficulty to 
assess in detail the current worth of the whole 
of the fixed assets. It is, however, possible 
to demonstrate that the compensation Price 
is quite inadequate. 

Up to the erd of 1939 the company had 
spent approximately 18,000,000 at Corby 
Much of this expenditure was incurred when 
prices were substantially below the 1939 
level. To build today that part of Corby 
which was compieted in 1939 would cost not 
less than two and a half times as much that 
is £20,000,000 as against the original expen- 
diture of £38,000,000, : 


VALUE OF FIXED ASSETS 


It can therefore be stated that the fixed 
assets are worth £12,000,000 more than the 
amount stated in the accounts, in so far gs 
the prewar Corby alone is concerned. Bear- 
ing in mind the other twenty works of 
Stewarts and Lloyds, The Stanton Iron- 
works Company and other United Kingdom 
subsidiaries, and the overseas subsidiaries, 
including Stewarts and Lloyds of South 
Africa, Limited, I have no hesitation in 
submitting to you that the net value of the 
buildings, plant, machinery and _ kindred 
items as a whole and as shown in the 
consolidated balance sheet, is certainly not 
less than £20,000,000 below current worth. 

We come next to the deduction made for 
provision for obsolescence. I have already 
explained that this fund has been used to 
write down the value of the older plants. 
The balance now shown of 44,063,565 is a 
reserve for future obsolescence and therefore 
should not be deducted when ascertaining 
the presen' worth. 


Apart from loose tools, the next item i 
“ Assets vested in National Coal Board.” I 
might say here that we confidently anticipate 
receiving a higher payment some day than 
the beok value, but this I will leave our of 
account. 

Included in “ Trade investments” is our 
holding in Tube Investments, Limited. 
Stewarts and Lloyds’ balance sheet discloses 
an excess in the case of the ordinary stock, 
of £1,338,359 over book value. Each of the 
500 Liaison shaves is the equivalent of £1,000 
ordinary stock, and on that basis the excess 
value over the balance sheet figure 18 
£3,327,500. Your company’s substantial 
holding in Tubemakers of Australia, Limited, 
is in the balance sheet at approximately 62 
per cent. of nominal sterling value. 
shares today would certainly show a surplus 
of £1,222,550. 


POSITION SUMMARISED 


To summarise the fixed assets position: — 
The net total shown on the 
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and machinery .......... ehds 20,000,000 — 
“Giainine... aren 
Add for trade investments .... 5,888,409 
£48,035,991 





Next turn to the working capital ange 
Here the balance sheet discloses a SULpIS |” 
£11,767,525. Even after deducting the out 
side shareholders’ interests in pe 
companies this makes the total value of | 
assets approximately £59,000,000 for 
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vernment’s intentions are realised, 

1 receive only £34,474 380. 
“the inadequacy of the proposed takeover 
Be be viewed in another way. Of the 
eis 10 be taken over, just under 
900,000, made up of the excess of work- 
egpital and the worth of trade invest- 
gts, is either in the form of cash cr is 
a convertible to cash. This leaves 
imately £15,500,000 for the whole of 
se buildings, plant, machinery and kindred 
offer which does not even equal 
je otal of our prewar expenditure at Corby 
iad the £8.000,000 spent since the war on 


7 jclopment plans. 


Many arguments have been advanced Te- 
rading the justice of basing compensation 
a Stock Exchange prices. I do not propose 
gener into that controversy beyond sug- 
inp that the figures I have given you 
ide ample proof that the basis, in our 
ae, is particularly unjust. 


NATIONAL INTERESTS 


[have gone into this question at some 


J inh because 1 feel that stockholders should 


wise how seriously they are affected ; but 
pwever Serious their loss may be, this must 
wt obscure the Main issue of nationalisation 
the iron and steel industry. Nobody has 
wt put forward a reasoned case for the step. 
my opinion nationalisation could only be 
ysihed if it were to lead to national benefit, 
y providing cheaper steel of the right 
gatties and qualities; or if the industry 
ws not doing justice to consumers or 


aployees, 


4s to the wider national interests, I need 
twdly remind stockholders of the work, and 
a particular the development work, which 
wr company did in connection with the 
mufacture of munitions both during and 
mor to the war. Under the same heading 
conception and building of Corby, when 
mditions seemed adverse, should not be 
lugotten. 


Experience in those industries which have 
ixady been nationalised leads one to the 
tvious conclusion that the machine neces- 
ay torun such a complicated industry must 
xmore expensive under Government hands 
ta in the hands of private enterprise. 


On the labour side, the industry has been 
xt from serious trouble or dispute for many 
mats; and it is difficult to see how the pro- 
med step could improve or even maintain 
% present relationship. 


OVERSEAS REACTIONS 


As you have been told from time to time, 
tur company has always kept in the closest 
. Dominions and _ other 
muntries abroad, on technical development ; 
ad while ovr friends throughout the world 


7% been most helpful and co-operative, it 


appear certain that they are unlikely 
‘be so forthcoming if they are dealing with 
‘ttionalised industry ; and we have, in fact, 
ime cases very definite evidence that this 
vl be their attitude, and that this free 
whange of technical information will be 


We have also, as you know, very large 
‘aufacturing and trading interests in the 
we industries of Australia, South Africa 
. ; and it would seem most unwise 
t these contacts should become inter- 


4 nal affairs between the British Govern- 


and the other interests abroad, or even 
. 8overnments. If sufficient people who 
ning inherent dangers of nationalisation 
bas their feelings known, is it too much to 

that wiser counsels might prevail ? 


WORKS EXTENSION PLANS 
iat Sear in my speech I referred to our 
tat development, and explained to you 

We Were concentrating on those pchemies 

Mmediate progress was possible, 

Metted to this as our two-year plan. I am 


glad to report that, while some of the major 
extensions are still in the planning stage, 
much of the work has been carried out. 


The new continuous weld tube plant is in 
salisfactory operation at Corby, and is adding 
considerably to the tonnage we are now 
producing there. The large new tube mill 
at Clydesdale Works, which came into opera- 
bon towards the end of 1948, is running 
well and supplying an important addition to 
the oil companies’ requirements, 


_ The other alterations and improvements 
in the various tube works, to which I re- 
ferred last year, are now largely completed 
and have contributed to the increased ton- 
nages produced during 1948, and will do so to 
an even greater extent in the present year. 
The new tube process to which I referred 
last year should be in operation in the sum- 
mer of 1950, and the new open hearth steel- 
making plant at Corby towards the end of 
this year, 

As you will see from the directors’ report, 
we spent, during 1948, over £2,000,000 on 
additions to plant, and we expect that during 
the current year we will spend a further 
£3,000.000. Al] the expenditure incurred up 
to date has been financed from the company’s 
resources, or by small temporary borrowings, 
and your directors do not consider the time 
is Opportune for putting our finances on a 
more permanent basis. 


TRADING IN 1948 


The demand for all classes «f tues inn both 
the home and the export irade was even 
higher in 1948 than in 1947, and despite 
increased despatches in 1948, u.e tonnege of 
orders on hand at the end of the year was 
some half a million tons, the highest figure 
ever recorded in the history of the company. 
This figure would have been even higher but 
fer the policy which we hive thought 2t 
proper to adopt in the export market cf de- 
clining to accept orders if Jelivery cannot be 
given within a reasonably short period. Just 
as it has been our policy, as I told you last 
year, not to take unfair advantage of a sellers’ 
market to secure bigh premiums in export 
trade, so have we set our face against the 
practice of piling up export orders on our 
books and Guoting very extended delivery 
dates. There have been many indications 
that this policy and the maintenance of our 
delivery promises is appreciated by our cus- 
tomers overseas, and will be of benefit to us 
in the future. 


The overall despatches of tubes, pipes and 
fittings in the year 1948 amounted to 555,000 
tons, an increase of 10 per cent. over the 
1947 figure and the highest yet achieved. A 
comparison in terms of tonnage, rowever, 
dees not indicate the full measure of the in- 
crease in production attained in 1948, owing 
to the constantly increasing tendency for the 
demand for our products to be taken up in 
smaller sizes and lighter gauges, partly as a 
result of the technical developments we have 
planned to secure economy in operation and 
saving in steel. 


HEAVY DEMANDS 


In the home trade the heaviest pressure of 
demand has fallen on the classes of whes of 
which we make the greatest tonnage—namely, 
small sizes of screwed and socketed tubes for 
gas and water services. With the increased 
production now available from the new con- 
tinuous weld mill we expect that the pressure 
of demand during 1949 will be eased. 


During the year 1948 the demand from the 
oil industry remained at a very high level 
and deliveries were 30 per cent. greater than 
in 1947. As a result of new development 
schemes to which I have already icferred, we 
expect this year greatly to exceed the 1948 
deliveries. 


As regards our other tube exports, the limi- 
tation of direct exports of steel products by 
H.M. Government was continued during the 


year 1948, but even if this limitation bad not 
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been in force, and despite our increased pro- 
duction, we should not have been able ap- 
preciably to increase deliveries during the 
year owing to the heavy pressure of home 
demand. 


EXPORT MARKET 


We have not as yet seen any sign of abate- 
ment of demand for our products in the 
export market, but have taken notice of the 
fact that world tube exports in 1948 were 
higher than in 1937 which was a peak year, 
and the increasing competition of other 
countries is a factor of which we must take 
very serious account. So far as prices are 
concerned, our export prices during 1948 
have compared favourably with those of the 
U.S.A., and have been very considerably 
below those quoted by tube manufacturers 
in Continental countries. 


A very similar position obtained in the 
case of cast iron pipes and special castings 
manufactured by The Stanton Ironworks 
Company. Total deliveries in 1948 amounted 
to 304,000 tons, an increase of 13 per cent 
over 1947. The Stanton Company main- 
tained its position as the largest British pro- 
ducer of concrete pipes, and deliveries of 
concrete products in 1948 totalled 62,000 
tons. 


Stewarts and Lloyds’ ingot production in 
1948 totalled 897,200 tons, an increase of 
27 per cent. over 1947. The bulk of this 
steel was used in our own works for the 
manufacture of finished tubes and tubular 
products. 


In the case of Stanton, the production of 
foundry pig iron totalled 488,715 tons in 
1948, an increase of 14 per cent over 1947, 
and in addition to supplying the increased 
foundry pig iron requirements of the Stanton 
pipe foundries, Stanton continued to be the 
largest supplier of foundry pig iron to the 
manufacturers of iron castings throughout 
the country. 


RESEARCH AND TECHNICAL 
DEVELOPMENT 


Steady progress continues to be made in 
the all-important field of research and tech- 
nical development. As foreshadowed in my 
speech last year, the emphasis at the present 
time must be very much on the side of 
practical application. Higher productivity 
per man hour, improved quality and reduced 
costs are our immediate and urgent targets ; 
and I am glad to record that valuable results 
are now being achieved. 


During the year we have intensified our 
policy of maintaining close contact with our 
steel and tube associates throughout the 
world, and many visits have been exchanged. 


LABOUR AND SERVICES 


Our relations with our employees, and 
with the trades unions, continue to be excel- 
lent, and we have experienced no serious 
trouble on this score during the year. 


Steady progress continues to be made in 
the field of training and education, and 
although the results of this work are neces- 
sarily lorgt-term, we are already beginning 
to reap Aa appreciable benefit. 


This year I have not dealt so fully as 
usual with the company’s activities. I feel 
that the very real threat of nationalisation 
renders all else of relative insignificance. 


It is my very great pleasure to pay tribute 
to the services rendered by all our employees 
—both at home and abroad ; and I am sure 
that the stockholders would wish to place on 
record their appreciation. 


The report and accounts were adopted 
and the dividend recommendations were 
approved. 


The retiring directors, Mr J. Carson, Mr 


G. S. McLay and Mr F, Scopes, were re- 
elected, and the auditors’ (Messrs Cooper 


Brothers and Company) remuneration having 


been fixed, the proceedings terminated. 
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IMPERIAL CHEMICAL INDUSTRIES, | 
LIMITED 


RECORD TURNOVER AND PROFITS 


LORD McGOWAN ON NATIONALISATION 


The twenty-second annual general mect- 
ing of Imperial Chemical Industries, Limited, 
was held on May 31st, in London. 

The Rt. Hon. Lord McGowan, K.B.E., 
D.C.L., LL.D. (chairman of the company), 
in the course of his speech. said: I think you 
will agree with me that the year’s record is 
one of which we can be justly proud. We 
have had a record turnover, and have made 
record profits at reasonable selling prices. The 
output by volume in 1948 was about double 
that of 1938. At over £37 million the value 
of our direct exports in 1948 was nearly four 
times that in 1938, and represented about 
30 per cent. of our total sales. Much of this 
business is severely competitive, and depends 
upon the maintenance of efficient sales 
organisations in all parts of the world, as 
well as upon low production costs. 


In addition to sales organisations, the com- 
pany has large manufacturing interests in 
companies in 14 countries overseas, and these 
companies make an important contribution 
to Britain’s balance of payments by the profits 
which they earn, and the assistance they 
afford for the sale of complementary products 
from this country. 


The emphasis placed on research, and the 
development of‘new processes and new pro- 
ducts, and the bold plans for capital develop- 
ment to meet expanding demands for existing 
products, and to manufacture completely new 
products are evidence that the management 
of your company remains dynamic. The 
company is now spending over {4,000,000 a 
year on research and development. 


“ FIERCE COMPETITION” AHEAD 


The year 1948 has, in many ways, been 
exceptional. With a sellers’ market, plants 
have been on almost continuous full-time 
operation during the whole year. 


When we turn to the prospects for 1949, 
we find no ground for pessimism. But the 
sellers’ market has gone for nearly all pro- 
ducts, and we shall have to fight hard to keep 
our overseas markets, to expand them, and to 
develop new markets, particularly in hard 
currency ateas. We are, however, alive to 
the fierce competition which we are now 
facing, but with efficient new plants coming 
into operation, we believe we are able to meet 
it. 

I cannot offer any hope of considerable 
reductions in prices at home, except for a few 
products, because our policy has already been 
to keep home prices as low as is prudent, 
having regard to the heavy cost of building 
or replacing plant at today’s prices. Many 
of our products are the raw materials of other 
industries, and by keeping our prices down 
we assist our customers to sell their products 
at prices which are competitive with foreign 
producers. Although the Board of Trade 
index of wholesale prices of industrial 
materials and manufactures in this country 
rose from 100 to 233 between 1938 and 1948, 
our index of sales realisations of I.C.I. pro- 
ducts sold in this country rose during that 
period from 100 to only 144. That, I think 
you will agree, is an impressive measure of 
increased efficiency and productivity. 


BURDEN OF TAXATION 


The heavy burden of taxation makes it 
exceedingly difficult to plough back profits 
into the business for capital replacement and 
development. We had hoped that the Chan- 
cellor would afford some substantial and 
permanent relief to industry in this matter, 
and I am sorry that he’ has fallen back upon 


what is no more than a temporary expedient 
which will enable some concerns to gain ume, 


The increase in the initial allowance for 
new plant from 20 per cent. to 40 per cent. 
reduces the tax liability in one year, only at 
the cost of increasing the liability for subse- 
quent years. No relief whatever is given in 
respect of the heavy and necessary increase 
in investment in working capital. We can 
only hope that in some future budget. after 
more adequate consideration of these 
problems, a more substantial and more com- 
prehensive measure of relief will be given. 

However, your company’s capital develop- 
ment plans have gone forward, thanks to its 
reserves and to the splendid response of the 
stockholders to the offer of 10 million new 
shares last year. The confidence of the stock- 
holders at a time when the international out- 
look was indeed black, was most gratifying 
to your board. 


In maintaining the ordinary dividend at 
10 per cent. for the year, when the profit 
would have justified a higher dividend, your 
board have been influenced primarily by the 
need to consolidate the company’s finances, 
and to keep adequate resources available for 
capital development. It happens that these 
considerations coincide with the request of 
the Chancellor of the Exchequer for the 
voluntary limitation of dividends, but your 
board does not regard such a limitation as 
sound in principle, except in a national 
emergency, and for a short period. 


RUMOURS REGARDING THE FUTURE 


There have been for the past months 
rumours regarding the future of your com- 
pany should the present Government be 
elected for a further term. A _ publication 
recently issued on the authority of the 
National Executive of the Labour party for 
their forthcoming conference at Blackpool 
contains a specific reference to I.C.I. At no 
time has the company been’ unwilling to ex- 
plain in the fullest manner to the Government 
of the day its operations and its conduct. 
The company has nothing to hide, and has 
always had a sense of accountability, not only 
to its customers, employees and stockholders, 
but to the public at large. 


Your board take the view that LCI. is 
not an appropriate subject for nationalisation. 
Too many people think of the nationalisation 
of a large industrial concern as a domestic 
affair only, and, fail to realise what reper- 
cussions action of this kind would have in our 
markets overseas. I have been much abroad 
lately on the company’s behalf, most recently 
in South America, and I can assure you that 
the nationalisation of your company would 
generally be regarded bv those with whom 
we trade and with whom we have joint manu- 
facturing enterprises as a grave mistake in 
British commercial policy, and, furthermore 
as being destructive of that goodwill and 
co-operation which have been of so much 
benefit in the past, to both the country and 
this company. 

Veiled threats of nationalisation, even if 
they are not implemented, have a most dis- 
turbing effect upon existing staff, and upon 
potential recruits to the staff. I can hardly 
imagine anything more damaging to the 
efforts at improving the productive industry 
of this country the expansion of its ex- 

rts than this talk of nationalisation. Your 

would take all proper steps to oppose 
the nationalisation of your company if the 
attempt were ever made. 


The report and accounts were adopted. 
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THE ECONOMIST, June 4, 1949 


ORKSHIRE INSURANCE 
COMPANY, LIMITED 
A STRONG POSITION 


The one hundred and twenty-fifth annual 
meeting of the Yorkshire Insurance 
Company, Limited, was held on May 3)st 


7 York, the Rt. Hon. Lord Middleton, M.C., 
é ihe chairman), presiding. 


In the course of his speech, he said: — 
The life department has made good pro- 
during the year. For the second year in 
ion new life assurance business com- 
seed exceeded £5,000,000, net sums assured, 
the 1948 total fell a little short of 
je record figures attained in 1947. The 
gil premium income, including considera- 
ios for annuities, amounted to £1,702,556, 
gincrease of nearly £200,000 over 1947, and 
je fund at the close of the year was 
(908,669 higher at £16,879,878. The results 
éthe quinquennial valuation are most satis- 


 — increase of premiums 
mounting to £168,615 includes certain 
mounts relating to the fourth quarter of 
7, On these no provision for unexpired 
mk is required. The loss ratio has fallen 


4 tom 53.84 per cent. to 48.81 per cent. 


Notwithstanding a subsantial loss of in- 
mm in respect of employers’ liability 
jsiness, the total net accident and general 
pemium income at £3,527,279 is £329,875 
igher than last year. After providing 
(36,253 to augment the unexpired risk 
were, an amount of £156,819 is transferred 
apoft and loss account against a deficit of 
{61922 in 1947. 

Marine premiums have risen by nearly 
[336,000 to a total of over £1,500,000. 

The aggregate value of the assets as stated 
athe company’s balance sheet has risen by 
wt £1,500,000 to a total of over 
29500,000. 

The report was adopted. 





EAGLE STAR INSURANCE 
COMPANY 


WTAL ASSETS NEARLY £50,000,000 


The annual meeting of Eagle Star Insur- 
at Company, Limited. will be held on 
Ord June. 
The following is an extract from the state- 
mat by the chairman and managing director, 
 Bnan Mountain, Bt. :— 

Department. Net new sums assured 
meded £38 million, nearly £7,000,000 


(}%hr than 1947. The expense ratio is 


wet at 8.1 per cent., while the net rate of 
atest is maintained at £3 17s. per cent. 


‘| “ams by death were exceptionally light. 


fire account shows substantial develop- 


|“ on a profitable basis, and the home fire- 


"le experience has improved. Premiums 
sume show a satisfactory increase, and 
13,000 (representing 7.2 per cent. of 


_ | *aiums) is transferred to profit and loss. 


accident account (including personal 
t and motor) shows a substantial in- 


4%, notwithstanding loss of premiums, 


% 0 termination of Workmen’s Compensa- 


7 Act Insurznce. Motor results have not 
| unsatisfactory, but rising repair costs 


increasing injury awards may restrict 
Swovement. £219,000 (representing 5.4 


*¢ cent, of premiums under all classes) 
: ‘Mansferred to profit and loss. 


Marine Fund, after transferring 


: 5000 to profit and loss, stands at 
: 149,248, which is 115 per cent. of an 


premium income. 
The net interest at £421,049 exceeds the 
y over £100,000. Including 
* profits from the Star Closed 
£43,061, the contribution from the 


Find of 


4 “The departments amounts to £460,061. 


dividends require £310,532 as last 


dim 2 Profit and loss carry forward is 


» an increase of £88,609. 


qd. total assets ow amount to 
74575 - 


501, an increase of over £4,500,000. 





FRIENDS’ PROVIDENT AND 
CENTURY INSURANCE 
OFFICES 


The annual general meeting of the Friends’ 
Provident and Century Life Office was held 
on June Ist in London. The chairman (Mr 
Herbert G, Tanner, J.P.) said: 


The year 1948 showed further progress in 
all departments, 


RECORD NEW LIFE SUMS ASSURED 


_New life sums assured amounted to 

£7,561,319, another record for the offices. 
Marked progress has also been made in 

our group life and pensions department. 

Our special guaranteed annuities continue to 
be very popular. 

This year—1949—is our valuation year 
and the investigations made by the actuary 
during the quinquennium up to the end of 
1948 disclose a position which enables ws 
to look forward with confidence to the 


results of his final investigation of the fund 
early in 1950. 


In the continuous disability department 
progress has also continued. The premium 
income increased from £58,138 to £65,708. 


FIRE DEPARTMENT 


In the fire department the net premiums 
for the group exceeded £1,714,000, an ad- 
vance of over £330,000 or 24 per cent. The 
trading results at home were outstandingly 
good in a year of disastrous fire wastage. 
must make special reference to the change in 
our fortunes in the U.S.A. where as you will 
remember a series of unfortunate results 
have caused us much anxiety. It is very 
gratifying to record that in 1948 we were 
able to make a substantial profit. 

We have transferred £44,869 to profit and 
loss. The reserve funds in the fire depart- 
ment exceed £1,200,000 or over 70 per cent. 
of the premium income. 

In the accident department the nei pre- 
mium income increased by £95,000. 

Marine, aviation and transit premiums ad- 
vanced by over £150,000, and we were able 
to transfer £41,477 to profit and loss. 

The fund was £1,261,510 or 150 per cent. 
of the premium income. 

The total premium income in fire, acci- 
dent and marine reached the figure of 
£3,301,769, an advance of £580,775. 

The consolidated trading accounts show 
transfers of £96,871 to profit and loss com- 
pared with £43,803 for 1947 and the amount 
carried forward to profit and loss appropria- 
tion account is £292,396, compared with 
£209,514 for the previous year. : 

The expense ratios in continuous disability 
and in the combined general departments 
are lower than in 1947. There is a slight 
rise in the life department. 

The gross rate of interest in Friends’ 
Provident at £5 3s. 3d. per cent. being in 
fact identical with the rate for 1947, while 
for the Century there is a decrease of 2d. per 
cent. only. 

The aggregate funds of Friends’ Provi- 
dent and Century and Associated Companies 
are now over £30 million. 

In the short space of three years our new 
life sums assured have risen from less than 
£2,500,000 to over £7,500,000 ; our life 
income from £896,386 to £1,243,795, and 
our home income in the general departments 
from £820,823 to £1,328,653. In the same 
period the funds of the total organisation 
have risen from £24 million to £305 
million—indeed in the last two years over 
£5,000,000 has been added. 

During the past year plans have been made 
for the formation of an overseas department 
which will commence operations within the 
next few weeks. ‘ 

The report was adopted. 
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EQUITABLE LIFE ASSURANCE 
SOCIETY 


FUNDS EXCEED £20,000,000 


Sir William Elderton, the president, was in 
the chair at the 187th annual general meet- 
ing of the Equitable Life Assurance Society 
held in London on May 25. The following 
are extracts from his speech— 

I have to record with regret that Lord 
Biddulph has found it necessary to resign his 
seat on the board. 

For the first time in the history of the 
Society the funds exceed £20,000,000 which 
represents a growth of £1,500,000 during 
1948. As a result of nationalisation, there 
appears in the assets a new item, British 
Government Guaranteed Securities, at a 
figure approaching £3,250,000. 

The revenue accounts show that there was 
a substantial increase in the considerations 
paid for annuities, a result no doubt of the 
attractive terms offered. We in the Equitable 
have always taken pride in our long record 
of economical management, and I draw your 
attention to the low expense ratio, namely, 
5.4 per cent. 

The new business at £3,750,000 was rather 
lower than the previous year’s figure 
accounted for by a reduction in business from 
pension schemes. I gladly acknowledge the 
assistance from many of our members. 

Some interesting results emerge from the 
detailed list of claims circulated with the 
accounts; in seven cases more than three 
tumes the original sum assured was paid. The 
results of the valuation made at December 31 
last have already been communicated to mem- 
bers. After setting up stringent reserves a 
substantial increase in the rates of bonus 
has been declared. The increased rates are, 
of course, Jess than the rates before the war 
but the difference is due to increased taxation. 
Our strong position today justifies our looking 
with confidence to the future. 

The report was adopted. 





BRITISH ROPES, LIMITED 
RECORD EXPORTS 


The twenty-seventh annual general meet- 
ing of British Ropes, Limited, was held on 
May 25th in London. 


Mr Herbert Smith (chairman and manag- 
ing director), in the course of his speech, 
said: The trading profit of the group has 
increased from £1,082,000 to £1,323,000 and 
income from investments and sundry income 
also shows an increase at £107,000, compared 
with £87,000. The trading profit for the 
year is not exceptienal when compared with 
either the true capital employed in the busi- 
ness or the sales turnover, and it is pleasing 
to report that the sales for the year, both 
in tonnage and value, are the highest for a 
number of years past. This very satisfactory 
result refiects an increased productive and 
sales effort in all sections of the company’s 
activities. 


As far as one can foresee, and if normal 
conditions prevail, the coming year ought to 
see your company’s output maintained, 
although markets are changing their mood 
and buyers are beginning to have the last 
word once more. 


In 1948 our export sales showed further 
progress, both in volume and value, and I 
am happy to say that in the export markets 
our products continue to maintain their 
prestige. The value exported reached a 
figure of 20 per cent. above the 1947 turn- 
over and constituted a record for the com- 
pany. Our export trade represents quite a 
considerable proportion of our total turn- 
over and is of very great importance to 
your company. 

I believe that we can maintain your com- 
pany’s position and in some directions we 
may expand our activities. 


The report was adopted. 
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FORD MOTOR COMPANY, LIMITED 


EMINENTLY SATISFACTORY ACHIEVEMENTS 


» LORD AIREDALE’S STATEMENT 


The twentieth ordinary general meeting of 
Ford Motor Company, Limited, was held on 
Mav 27th at Grosvenor House, Park Lane, 
London, W., the Rt. Hon. Lord Airedale, 
D.S.0., M.C. (chairman of the company), 
presiding. 

The following is an extract from the 
chairman’s statement circulated with the 
report and accounts for the year ended 
December 31, 1948:— 


I have much pleasure in cutlning ¢ 
achievements of the past year, which have 
been eminently satisfactory. 

Production, in spite of severe limitations 
of steel supply, factory space and equipment, 
was an all-ume record ; 153,115 vehicles, in- 
cluding tractors, were made, as against 
114,873 in 1947 (an increase of 335 per 
cent.) and 112,863 in 1937, the best prewar 
year. 

Exports, as would be expected in a year of 
intensive effort, also constituted an all-time 
record, 97,299 vehicles (including tractors) 
valued at £21,744,650 having been exported, 
against comparable figures in 1947 and 1937, 
respectively, of 43,933 and 29,948 units. 


ne 
» 


LARGEST BRITISH EXPORTER 


The total value of vehicles and parts sent 
from this country in 1948 was £134,646,000, 
to which our company contributed 
£23,988,279. In addition, there are the pro- 
fits arising from the earnings of the traffic by 
British shipping and imsurance companies. 
Nearly one-quarter of the vehicles exported 
were Ford or Fordson. I believe that we 
were the largest British exporter of auto- 
mobile products last year. 


We sent abroad 76 per cent. of our produc- 
tion of passenger cars and 56 per cent. of 
commercial vehicles and tractors in the year, 
which was more than the target set by the 
Government. In consequence our Customers 
at home have again had to face many dis- 
appointments. 

One problem affecting the moter industry 
today is that so large a proportion of our 
business is to foreign markets, some of which 
may be temporarily and quite suddenly 
closed by circumstances beyond our control, 
such as withdrawal or limitation of import 
licences and shortage of foreign exchange. 
The resultant effect of fluctuations in volume 
of production upon costs of manufacture and 
selling prices can readily be appreciated. 
Recently we have had an indication that this 
problem is understood in official quarters, 
and that some flexibility as between export 
and domestic quotas is acceptable over short 
periods. 


AN OUTSTANDING ACHIEVEMENT 


In the export market our most outsianding 
achievement in 1948 was the sale of 14,858 
vehicles to the U.S.A. and Canada, earning 
$13,584,000 for the nation’s exchequer. Re- 
cently an unfounded suggestion, so far as 
this company is concerned, was made in the 
House of Commons that a large proportion of 
such shipments remained unsold, and were 
therefore included fictitiously as exports in 
the national trade figures. I take this oppor- 
tunity of stating that every Ford vehicle 
shipped to the U.S.A. and Canada from this 
country is a firm sale for which dollars have 
been paid by the purchasers. It is true that 
the large numbers of vehicles we shipped have 
not yet all been sold to retail purchasers, and 
that the initial momentum of our exports to 
North America has not been miaintained. 
That is not an uncommon experience when 


breaking into an entirely new market, and it 
is early to forecast the prospects for British 
light cars and vans in the U_S.A. market. 


Australia was another large customer which 
increased its orders last year, and other 
Dominions also did well. In Europe certain 
markets have shown a tendency to satura- 
tion, but demand generally has been well- 
maintained. 

With the exception of Brazil, to which 
greatly increased shipments were made, the 
South American markets have been somewhat 
disappointing. Certain countries there, from 
whom the United Kingdom is a large buyer, 
must be regarded as promising fields for 
business. Our export manager is now in 
South America, reviewing the povition. 


POSTWAR CONTINENTAL RECOVERY 


This country has been quicker off the mark 
in postwar recovery than any of the Conti- 
nental countries with established motor in- 
dustries—principally France, Italy and Ger- 
many—but competition in some volume has 
developed from those quarters and inevitably 
will become more intense, particularly I 
think from Germany, where the wage level 
is so much lower. It remains for us, if not 
exactly to welcome such competition, to meet 
it squarely with low price and high quality 
products. 


As to competition from the U.S.A. the rela- 
tive shortage of dollars compared with ster- 
ling in many markets confers on us a tem- 
porary advantage. It was this feature, un- 
doubtedly, which enabled us last year to take 
from the U.S.A. the lead as the largest vehicle 
exporting country in the world. 


In the home market the improved “Anglia” 
and “ Prefect,”? exhibited last autumn, have 
been in production for some months and 
maintain their position in the low-price field. 
Today the “ Anglia” sells here at 23 per cent. 
less than its nearest competitor, 


INCREASED TRACTOR PRODUCTION 


In the agricultural fie!d, our mnufacture 
of over 50,000 Fordsen Major tractors during 
1948 was another all-time company record ; 
it represented an increase of nearly 50 per 
cent. on 1947 production. A wide range of 
implements for the Fordson Major is being 
produced in scale with increased demand. 
All over the world our company is making 
its contribution to increasing food supply, 
which, even in this complicated modern age, 
must remain world problem number one, 


British farmers, in their task of making 
this country less dependent upon imported 
foodstuffs, were aided by the supply last 
year of over 20,000 of our tractors. The 
great rise in recent years of the number of 
tractors produced and used in this country 
has resulted in more competitive conditions ; 
this competition we have met with a tractor 
which costs less than it did three years ago, 
and with a range of implements and service 
after sales second to none. Our tractor spare 
parts and dealers’ authorised service charges 
have only advanced, respectively, 25 and 40 
per cent. since prewar. 


As stockholders will see from the directors’ 
report, the company’s operations resulted in 
a profit of £2,556,131, after charging taxes 
and excluding taxation over-reserved on pre- 
vious years. This represents 5.46 per cent. 
on £46,831,418 sales. In 1947 the comparable 
figures were £1,849,791 profit after taxation, 
which represented 5.20 per cent. on 
£35,579,997 turnover. 
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HEAVY TAXATION LOAD 


The load of national taxation ¢ 
bear heavily on all of us. Apart from th 
company’s own burden continuing at oa 
50 per cent. on profits, personal taxation S 
today’s levels cannot fail, whatever be 
mans earnings, to affect in some degree his 
incenuve to further effort. There are a 
course, non-monetary incentives and, but for 
them, it is improbable that productive effo 
could have been maintained for 50 take 
Increased production is the order of the day, 
and I suggest that one key to it will tees 
keep alive the hope that before long taxation 
wil ease and that once again a man will have 
moncy to save or spend according to his own 
wishes. That holds true whatever be his job 
or income. 


ontinues to 


Wig rancnate yy 


Incidentally, in our gratuitous capacity of | 


tax collectors, we paid over to the revenue 
£473,622 taxation on employees’ Jast year’s 
earnings, and £1,381,387 purchase t : 
new cars delivered, 


DIVIDEND AND CAPITAL EMPLOYED 
In recommending again to stockholders 


an unchanged dividend of 10 per cent., less 
tax, we have accepted for another year the 


national policy of voluntary dividend |imi- 
tation. This must not, however, continue 
indefinitely. Our British stockholders—ten 


thousand of them, holding on average £262 
stock each—suffer heavy tax and increased 
cost of living, in common with other citizens 
and are entitled to a fair return on theit 
Savings and investments according to the 
company’s capacity to earn and distribute 
proht, 


The proposed dividend represents only 2.5 
per cent. on capital employed in the business. 
Once again we present with the accounts a 
diagrammatic indication of the sharing out of 
the proceeds of the company’s sales. Stock- 
holders, in comparing their share with those 
taken by taxation and profits retained in the 
business, may derive some small consolation 
from the fact that, for a second year, they 
are, by voluntary limitation of dividends, 
contributing to the national disinflationary 
policy. 


aX On © 


It is more probable, however, that — 


they will derive greater consolation from the — 


fact that conservative distributions now and 
in the past will make it possible for the com- 
pany to undertake a considerable programme 
of re-equipment and development from its 
own resources, even at enhanced postwar 
prices. In this re-equipment we shall derive 
immediate advantage from the increased taxa- 
tion “ initial allowances” announced in the 
recent Budget. 


DEVELOPMENT OF NEW MODELS 


For the future, we have new models in 
course of development, which will be of 
advanced desigr, pleasing in appearance, 
excellent performance and competitive in 
price. Delay in the introduction of these new 


models has been accentuated by Government ; 
imposed restrictions, to which Lord Perry — 


referred last year, and which precluded ex- | 


tension of the Dagenham factory despite the 


fact that we have a large amount 


available. After lengthy negotiations a com- ~ 


promise has been reached under which we — 


shall lease for 2 period a Government factory 
at Langley, near Slough, and extensioa at 
Dagenham will be confined to such measures 
as will improve working conditions there, 
notably an improved and extended foundry. 
I have referred to the large increase in pro 
duction since the best prewar year; 
was achieved in an almost une 
Dagenham factory ; the resulting congestioa 
ont worsening of conditions for our oper 
tives in certain areas can well be_ 
We have long been conscious of it an 
relieved that the situation will be impr 
but I must place on record my view | 


ima |e 3 
rg dare | 


the dispersal of some of our activity 8 * | 
retrograde step, nullifying as it does, im P| 
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; advantages we derive from fully 
o oi operations at Dagenham. 


s generally have worked well 

the crowded conditions to which I 

we referred. Minor difficulties have been 

ercome by good sense and reason, although 

grain stoppages of work have occurred 

hough irresponsible action. Recent nego- 

with trades unions will, we hope, 

gsult in a more scrupulous observance of our 

nts. Further all-round increases in 

not backed by increased productivity, 

gill do no one any good. Costs rise in step 

gd sometimes out of step, and the ultimate 

gsult can only be that our goods would 

ease to be competitive in world markets with 
gasequent unemployment. 


TRAINING OF EMPLOYEES 


The closest attention has been given to the 
waning and development of juveniles in our 
mde school, to promising employees and to 
yw entrants selected for “student” and 
gholarship courses, to foremen’s education 
ad to technical courses for dealers’ em- 
poyees designed to improve the already high 
yandard of Ford service throughout the 
country. 

As stockholders may know, Lord Perry 
yas the prime mover in the formation of the 
Heary Ford Institute of Agricultural Engin- 
ering, which is an institution entirely inde- 
pendent of the company. It continues its 
exellent work in the field of agricultural 
education. One of the purposes of the insti- 
we ig fo train young farmers in applying 
the increasing mechanical facilities now avail- 
ile to agriculture. The company, in token 
df Lord Perry’s great services to it, and of 
his interest in the advancement of agricultural 
wandards generaliv, has made during the past 
var a gift of £20,000 to the institute to 
perpetuate his name, which I am sure will 
met with your approval. 


We have installed at Dagenham mass 
nimiature radiography equipment for the 
wtection of chest complaints, including 
wberculosis, and over five-sixths of em- 
plorees have voluntarily come forward for 
mmnation. Treatment of tuberculosis is 
punarily the responsibility of the National 
hh Service, but, owing to long delays in 
curing necessary accommodation for treat- 
mm, the company has borne much of the 
ws of sending a number of employees to 
Switzerland for immediate treatment. 


I could not conclude my review of the 
company’s operations without a warning that 
Ware moving into more difficult times. I 
uve already referred to the greater compe- 
tien we may expect abroad, and to the 
‘ompetition which has already developed in 
the domestic tractor market. Undoubtedly 

need is arising for Jower prices, which 
an only be met by better and more economic 
of materials, better equipment and even 
meater effort from management and labour. 


THE CHAIRMANSHIP 


At the last annual general meeting, to our 
tat regret, Lord Perry announced his inten- 
‘0 to retire from the chair. Tributes were 

paid to his great services to the com- 
hay. However, it would not be fitting if, 
™ this the first nnual general meeting at 
Yhich I preside, I did not again pay tribute 
"Lord Perry's services to the company. 

My English and American colleagues have 
fone me the honour to elect me in his place, 
: I will endeavour to serve you to the best 

My ability. 

In conclusion, I must sincerely thank the 
a eenent and all employees for the loyal 
— co-operation which I have received 

t That it is a highly efficient 
nt is clearly shown by the results 
them to put before you -today, and I give 
hard my warmest thanks for the extremely 
ler Work and long hours they have put in 

well-being of our company. 


Teport and accounts were adopted. 


Tam able 





INCORPORATED 
ACCOUNTANTS 


SIR FREDERICK ALBAN’S SPEECH 


The annual general meeting of the Society 
of Incorporated Accountants was held in 
London on May 25th. 

Sir Frederick Alban, C.B.E., J.P., the presi- 
dent, in the course of his speech, said: The 
paper on “ Socialisation in Great Britain and 
its Effects on the Accountancy Profession,” 
which I was privileged to present to the 
American Institute of Accountants in Chicago 
in September last, attracted widespread in- 
terest among practising accountants and 
other professional men in both the United 
States and Canada. Let me confess at once 
that our American professional friends, al- 
most without exception, were inclined to shy 
at the word “ Socialism.” Yet they conceded, 
albeit with hesitation, that Britain was doing 
a fine work towards recovery, despite what 
seemed to them to be the “ strait-jacket ” of 
Government direction. 

The point which I emphasised was readily 
appreciated—that accountants in Great Britain 
were not concerned, as a profession, with 
the political aspects of nationalisation. Parlia- 
ment having decided that certain needs 
should be met by public administration, our 
duty was to place at the service of the new 
public authorities the highest standard of 
accountancy skill. I was able to assure my 
critical audiences not only that the new 
nationalised industries were under statutory 
obligations to conform to the best accounting 
practice, but that their accounts would be 
audited by independent professional auditors 
in no way under the control of government 
departments. 

None the less, the effect on the profession 
of a large-scale transference of separate in- 
dustrial units to one all-embracing public 
authority could only be far-reaching. I give 
some approximate particulars of the number 
of undertakings absorbed, or likely to be 
absorbed, by the chief nationalisation 
schemes: 

Local Boards and 
Authorities Companies 


Coal Act, 1945 ..cccrec eo eee 900 
Electricity Act, 1947 .....+. 359 195 
Transport Act, 1947 :— 

Railway undertakings .... ae 59 

Canals & inland navigation ee 18 
Road (goods) transport .... say 3,000 
Road (passenger) transport . ? ? 
Ges Act, IOS... 6. ogee cee. 275 742 
Iron and Steel Bill (proposed) sue 107 


NATIONALISATION AND MANAGEMENT 


It may well be asked—How can the 
efficiency of a nationalised industry be fairly 
measured without involving political con- 
troversy? On the one hand, there is the 
absence of the former checks under private 
enterprise of “ financial profit” and “con- 
sumer’s choice” — old-fashioned, perhaps 
crude and myopic, yet simple, automatic and 
effective. On the other, there is the presence 
of monopolistic powers as to supply, price 
and quality, and in the last resort willy-nilly 
the financial backing of the taxpayer. 

It becomes essential, then, to supplement 
the usual and indispensable “ financial audit ” 
and to establish other objective checks to 
test true “efficiency” and to locate in- 
efficiency. I venture to suggest that all 
who are associated with management are m- 
mediately concerned with the necessity of 
experimenting in and gradually evolving 
methods of efficiency audit. This is particu- 
larly true of all large organisations and 
nationalised industries. : 

While the provisions of the Companies Act, 
1948, as to accounts mainly follow the advice 
of the accountancy profession given to the 
Cohen Committee, even our short experience 
of its operation already suggests that the 
obligations may have been set forth in too 
great detail. 

The report was adopted. 
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BRISTOL AEROPLANE 
COMPANY, LIMITED 


FURTHER DEVELOPMENTS 


The thirty-ninth annual general meeting 
of The Bristol Aeroplane Company, Limited, 
was held on May 26th at Bristol. 


Sir William G. Verdon Smith, C.B.E. (the 
chairman), in the course of his speech, said: 


The wading profit shown in the com- 
pany’s accounts relates to the parent com- 
pany. A subsidiary, the Housing Company, 
earned during a year of transition a small 
profit to be added to the £38,585 net profit 
arising from the previous year. Of the com- 
Pany’s associated companies, Rotol Lid., 
earned a satisfactory profit, and the activities 
of British Messier Ltd., which is still in its 
formative stages, resulted in « small loss, 


The charge for depreciation this year 
(£337,154) shows a considerable increase 
compared with 1947 (£257,088). We have 
increased the transfer to general reserve from 
£150,000 in 1947 to £300,000 this year. 


The charges for income tax and profits tax 
cannot pass without comment. The case for 
reform, to which I referred last year, has been 
strongly pressed but so far one can only 
note the provisions of the new Finance Bill 
designed to afford an increase in initial allow- 
ances and the promise of the Chancellor to 
examine through an independent committee 
the method of computing net trade profits: 
it is to be hoped that the committee can 
speedily arrive at effective recommendations. 


The balance in hand is £711,647 so that 
deducting the increased transfer to general 
reserve, there is available for distribution 
£411,647. 


BALANCE SHEET 


General reserve now amounts to £1,850,000 
and is supplemented by a contingency reserve 
of £350,000. In addition to the acquisition 
of Crown plant already in use in our works, 
new plant and equipment to the value of 
£140,000 was added during the year. Net 
current assets at £4,726,432 show a slight 
increase of £18,767 over the 1947 figure. 


In the aircraft division we continued 
deliveries of Brigand aircraft to the Royal 
Air Force and of Freighters to a wide range 
of customers. Our Helicopter development 
has proceeded, and the Brabazon should 
make its first flight shortly. 


We have been selected to design and con- 
struct a fleet of “ Bristol” Type 175 aircraft 
for B.O.A.C.’s Empire Services and the com- 
pany has recently undertaken on behalf of the 
Ministry of Supply the development of 
guided weapons. 


Engine Division.—Further development of 
both Hercules and Certaurus engines con- 
tinues, and prospects are most promising. 
The developments of Bristol gas turbines has 
continued; much progress has been made with 
the Theseus and Proteus propeller turbines. 


CAR DIVISION 


In our car division the Bristol 2-litre car 
has been gaining an international reputation 
in leading European sporting events. At the 
same time we have been seriously frustrated 
by circumstances outside our control. 

Bristol Aeroplane Company (Housing) 
Lid—A programme of construction of 
aluminium schools has made rapid progress 
and we have completed 45 contracts in the 
12 months since we started this work. 


Rotol Ltd.—Continued progress can be re- 
ported for the year 1948, and a satisfactory 


volume of business has been secured. 


British Messier Lid.—The interest which 
has already been displayed by the aircraft 
industry in the company’s designs is indica- 


tive of a promising future. 
The report was adopted. 
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LONDON BRICK COMPANY, 
LIMITED 


INCREASED TRADING PROFIT 


The forty-ninth annual general meeting of 
London Brick Company, Limited, was held 
on May 26th in London. 

Sir P. Malcolm Stewart, Bt, O.B.E., D.L., 
Hon. LL.D. (chairman and one of the 
managing directors), in the course of his 
speech, said: The trading profit and sundry 
income for the year amounted to £620,231. 
After providing £125,000 for depreciation of 
fixed assets and £277,079 for taxation and 
other charges, there remains a net profit of 
£218,152. Then, after deducting the divi- 
dend for the year on the 8 per cent. cumu- 
lative preference stock, and the interim 
dividends of 15 per cent., less tax, paid on 
the ordinary stock, there remains a balance 
of £14,927. The directors do not recommend 
the payment of any further dividend for the 
year 1948. 

During the year a good demand for the 
subsidiary company’s products has been 
experienced and the works have been fully 
engaged. Orders on hand and the prospec- 
tive demand, both for the home and export 
markets, are on such a scale as to warrant 
an extension of the subsidiary company’s 
productive capacity. Plans have been made 
for a major extension of the works buildings 
and plant to meet this demand. 

This company, Transformers and Welders, 
Limited, of Watford, has had a successful 
year. The company specialises in the manu- 
facture of electrical transformers and up to 
60 per cent. of its products are being exported 
to as many as 27 countries ; the bulk of the 
remaining 40 per cent. of its output is 
absorbed by the nationally important work of 
widening the distribution of electricity in 
this country. 


MODERATE PROSPERITY 


Returning to the parent company, this 
year the accounts present a very different 
picture from that of the previous year. The 
profit from trading and sundry income 
shown by the 1948 accounts discloses an 
increase of approximately £170,000. Depre- 
ciation of £125,000 has been provided against 
nil, and dividends of 15 per cent. have been 
paid against 10 per cent. We have at last 
won through to a position of moderate pros- 
perity based on increased production and 
efficiency. 

Last year I found it difficult to forecast 
when and to what extent we should see an 
improvement in the demand for bricks which 
then had fallen to under 50 per cent. of our 
productive capacity. With the approach of 
summer the ebbing tide of demand turned 
and was flowing steadily by the autumn. 
Our rapidly diminishing stocks called for a 
programme of restarting the night shifts with 
a target of maximum possible production by 
the spring of this year, since we anticipated 
every brick we could make would be 
required. Today, I can state this anticipa- 
tion has been fulfilled. Our weekly produc- 
tion has been increased sevenfold from the 
lowest postwar point, 

During the past year we have steadily 
extended our programme of mechanisation. 
Its aim is to lighten the heavier tasks com- 
monly considered inevitable in brick-making 
and, at the same time, we shall much 
decrease certain heavy costs of maintenance. 

The first months of the current year show 
a per.od of ascertained progress in every 
direction and the foundation for a favour- 
able year’s trading is already laid. As to the 
remaining period, the outlook is assured, 
provided always there is no major unfore- 
seeable change of normal trading conditions. 
We have an overflowing order book and 
stocks are already depleted. I anticipate we 
shall deliver all we can produce this year. 
To meet this we are pushing on with exten- 
sions despite the very heavy increase of costs 
of construction. 

The report was adopted. 


GODFREY PHILLIPS, LIMITED 
ANOTHER SUCCESSFUL YEAR 


The forticth annual general meeting of 
Godfrey Phillips Limited, was held on May 
3ist, at 112, Commercial Street, London, E. 

Mr P. A. Godfrey Phillips (chairman and 
managing director), in the course of his 
speech said: The reserves of the company 
stand, I think, at a satisfactory figure, but 
they are all employed in the business and are 
likely to continue to be needed for this pur- 
pose in view of the high figure of capital 
required for finance under its present heavy 
burden of taxation. 

It is for the same reason that we have 
recently needed to obtain your permission to 
increase the borrowing powers of the com- 
pany. So long as there remains a reasonable 
hope of a reduction in the present exorbitant 
rate of tobacco duty, it would clearly be in- 
advisable to replace by permanent capital 
our present method of finance. 

I referred last year to my belief that the 
operation of the law of diminishing returns 
cannot be indefinitely suspended and we 
must continue to hope that the Chancellor of 
the Exchequer will be wise enough to reduce 
the duty before a decline in demand sets in. 


STOCK POSITION 


Under the heading of “Current Assets,” 
you may have noticed that the value of stock 
in the parent company’s balance sheet is 
slightly down on the figure of last year. This 
does not mean that our stock position has 
deteriorated but certain adjustments have 
been made in the financing of stocks by the 
subsidiary companies, and in point of fact 
the stock figure in the consolidated accounts 
is up by £1,000,000. 

The value of fixed assets has also increased 
as mew machinery to replace prewar 
machinery is now beginning to flow in more 
freely. 

Investments in subsidiary companies have 
increased by approximately £266,000. The 
reason for this is as follows. Your New 
Zealand company was originally formed as a 
subsidiary company of the Australian com- 
pany with a very small nominal paid-up 
capital. As it grew, the capital needed was 
supplied in the form of loans and goods by 
us and by Australia, and the profits made 
were allowed to accumulate. The parent 
company has now purchased the entire share- 
holding from the Australian company at an 
agreed price which was arrived at by taking 
the net assets of the business plus a sum pro- 
perly calculated for goodwill. The effect on 
the consolidated accounts insofar as the in- 
terests of Godfrey Phillips’ shareholders are 
concerned, is to apply cut of profits approxi- 
mately £83,000 in reduction of goodwill. 


PROFIT FOR THE YEAR 


Despite the restriction on the acquisition 
of dollars both here and overseas, your com- 
panies have enjoyed a very successful year. 
In the United Kingdom, the shortage of 
labour has largely been overcome and it has 
been possible to reach maximum production 
compatible with the preservation of our leaf 
stocks. It looks improbable, however, that 
we shall be able to expand our trade much 
further until such time as there is complete 
availability of Virginia type leaf. 

As regards the export trade, your company 
enjoyed a particularly successful year, but a 
very high proportion of our production went 
to the Far Eastern colonies. We might have 
viewed with some trepidation present events 
in that area, although they have not so far 
been reflected in any diminution in the 
demand for our goods, were it not for the 
fact that we have obtained large long-term 
orders from less vulnerable n:arkets. 

I am glad to be able to report that all our 
overseas companies have still further im- 
proved their positions. 

The report was adopted. 
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ASSOCIATED ELECTRICAL 
INDUSTRIES, LIMITED 


INCREASED PRODUCTION 


The forty-ninth annual general i 
of Associated Electrical ethene Limitet 
was held on June Ist in London. . 

The Rt. Hon. Oliver Lyttelton, D.S.O 
M.C., M.P. (the chairman) said’ that the 
volume of production in 1948 had been 
higher by approximately 18 per cent. than 
that of 1947. That was the more significant 
Since the production in 1947 had been 
approximately 10 per cent. higher than in 
1946. 

The cash investment in the ordinary share; 
or equity now amounted to £22,600,000, and 
if the stockholders confirmed the final divi- 
dend recommended by the board, the return 
to the stockholders on the true capital 
invested would be approximately 4 per cent. 
The directors regarded such a return as un- 
duly low, taking into account not only the 
risks which had been undertaken and success- 
fully carried, but also the long period during 
which conservative management and restraint 
in the distribution of dividends had built up 
the massive financial strength of the 
company. 


PROFIT FIGURES 


The aggregate profit from trading, divi- 
dends from trade investments and from a 
small profit on sales of investments and 
miscellaneous assets, amounted to £6,432,000. 
The net profit, after taxation, was slightly 
over £2,500,000. 

The increase in the profits had been due 
in the main to a bold policy of expansion 
undertaken since the war. Since 1945 they 
had added 461,000 sq. ft. to their freehold 
buildings and 1,433,000 sq. ft. to the area 
of their leasehold buildings. 

The Edison Swan Company had been very 
active in the production of special lamps, 
which was the particular task assigned to 
them in lighting. They were also responsible 
for the production of valves in the Sunderland 
factory. The new factory was well laid out 
for the manufacture of radio valves and en- 
abled the company to make a contribution to 
the diversification of industry in an area which 
had specialised chiefly in shipbuilding. Again 
they were anxious to make their contribution 
to the diversification of industry, and had 
for some time past wished to establish some 
centre of production in Scotland. After 
consulting the Board of Trade, the company 
had leased the factory at Motherwell on a 
long lease. It had a total area of about 
319,000 sq. ft.; two-thirds of it produced 
electric meters and the other third X-tay 
equipment. 


RECORD ORDER BOOK 


At the end of 1948 their order book had 
once again surpassed all previous records in 
the history of the company. It had been 
nearly 15 per cent. higher than the order book 
at the end of 1947. They had continued to 
receive orders in 1949 at.the same high rate. 
Their total orders were well spread out over 
the years 1949, 1950, 1951 and 1952. 

The A.E.I. Research Station at Alder- 
maston, which was engaged upon fundamental 
research, including research into nuclear 
physics, was now well established. It wou 
make a notable contribution to scientific 


eee 
a 


knowledge and would enable the company i 


to maintain its leading position in that 
of research. 3 
The proportion of their business devote 


to export had continued to expand during | 


the year and showed no sign of falling of 
today. That they were able to obtain a 
ever increasing order book for export com 
firmed their confidence in their efficiency. 
When the sellers’ market was replaced by 4 
buyers’ market, they would still be able to 
hold their place as one of the leading 
porters of electrical equipment in the w 
The report was adopted. 
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LONDON AND THAMES 
HAVEN OIL WHARVES, 
LIMITED 


CONTINUED PROGRESS 


The fiftieth ordinary general meeting of 
and Thames Haven Oil Wharves, 
Limited, was held on May 26th in London. 
Sir F. Vernon Thomson, Bt., G.B.E., the 
xting chairman, said: 
After charging interest, depreciation and 
isectors’ emoluments, and providing full 
gation on the profit for the year, the net 


1 wading profit is £94,546 against £85,620 for 


te previous year. Out of the net available 

of £94,546 the directors, after provid- 
ng £22,000 for the dividend on the prefer- 
me shares, recommend a dividend for the 
yar on the ordinary shares at the rate of 10 
grcent. and a bonus at the rate of 2 per 
amt, both less income tax. These absorb 
(73,480, leaving a balance which, together 
wh the amount brought forward, amounts 
p £415,839. 


RESERVES 


In the balance sheet, as a result of the sale 

d land, the capital reserve account is in- 
vasd to £425,317. Various revenue re- 
«ves have been grouped together, totalling 
(123,000, and after deducting the £50,000 
wasferred to staff pensions account, now 
agregate £73,000. 


Approximately £100,000 has been invested 
Dax reserve certificates during the year, 
ad the total of £120,000 now held is being 
tained against future taxation liability. The 
ances at bank are £560,879. 


The Petroleum Board ceased operating on 
june 30, 1948, and since that date we have 
testablished our contacts direct with the 
me. You will be pleased to know that we 
we secured satisfactory contracts with all 
te major petroleum importers into this 
muntry, which should ensure for the com- 
pay a fair share of the trade in the future. 


the important contract entered into with 
Shell” Refining and Marketing Company, 
limited, covering the sale of land, has now 
We have also 


of the importation of crude oil for the 

, storage accommodation for the 
mde oil, and re-delivery from the refinery 
Various refined products. It is still not 
‘aim when the refinery will commence 
‘tations, but “ Shell” Refining and Mar- 
Company, Limited, are making very 


} “sfactory progress with their construc- 
‘mal work and according to present indica- 


ws, it is hoped that the company will 
wmmence enjoying the benefit of these con- 


‘| “ts during the year 1951. In the mean- 


me, all steps are being taken to equip our 
tion with the operational facilities 


THE FRENCH COMPANY 


Shareholders will be gratified to see from 
X balance sheet and profit and loss account 
Compagnie Industrielle Maritime the sub- 
mcrease in the earnings of that com- 
May during the past year. The gross trading 
has increased from Fr, 53,938,349 in 
to Fr. 141,352,968 in 1948, largely as a 
a considerable expansion in the 

of business handled. 


beay the year, continued progress has 
! Made throughout our organisation, and 
feel sure you would like to be associated 
With your directors in tendering to the per- 
wunel of London and Thames Haven Oil 

€s, Limited, and its subsidiaries, our 
*eciation of their loyal co-operation. 


ie eeePort and accounts were adopted and 
‘ering director re-elected. 


j 





UNITED SERDANG 
(SUMATRA) RUBBER 
PLANTATIONS, LIMITED 


CONDITIONS IN INDONESIA 


The annual general meeting of the United 
Serdang (Sumatra) Rubber Plantations, 
Limited, was held on May 25th in London. 

Mr H. Eric Miller, the chairman, in the 
course of his speech, said: After providing 
no less than £60,135 for taxation, the profit 
for the year 1947/48 was £32,410. 


It would be wearisome to recapitulate in 
detail the story of the protracted negotiations 
for a settlement of the Indonesian problem 
in which the United Nations and their 
3 Good Offices Committee,” now styled 

United Nations Commission for Indonesia,” 
have played a considerable but not always 
happy part. The solution is noi yet in sight 
and I for one cannot at this juncture feel 
any ¢asy Optimism as to the likely outcome 
of the further negotiations which are in 
prospect, because I doubt whether more than 
a few of the leading Republicans have any 
sincere desire to reach the sort of compromise 
which might foreshadow the early establish- 


ment of an orderly and happy future for 
Indonesia. 


The Republican leaders are mainly am- 
bitious men, striving for personal aggrandise- 
ment. The Federalists, on the other hand, 
include men of much wider experience and 
sense of responsibility. Long before the 
tragic incursion of the Japanese, the Dutch 
had been shaping their policy, in line with 
that of our own country elsewhere, towards 
the gradual establishment of a self-governing 
Indonesia, and were engaged in educating 
more and more of the outstanding Indo- 
nesians to fit them for greater responsibility 
in the complicated technique of benevolent 
government. 


TRIBUTE TO DUTCH 


Because they wisely preferred to walk 
rather than rush headlong in this direction, 
the Dutch have been much maligned, and, 
whatever the outcome of the discussions yet 
to be held and the policy which emerges 
therefrom, I am convinced that the teeming 
masses of the Indonesian isiands will not be 
so well served as they would have been had 
the Dutch been allowed to proceed with 
their good work at their own pace. Failure 
to reach a happy issue from the present 
impasse will have far-reaching consequences, 
also in the economic sphere, which cannot be 
viewed with equanimity, any more than can 
the flood of Communism which is over- 
running China. 


Having thus spoken in favour of our Dutch 
friends I must say that those of us who have 
been actively restoring our estates to pro- 
ductivity naturally resent the unrealistic 
Governmental focus on paper work, especially 
at the present juncture when the energies of 
our limited staff are much better occupied 
in essential production. The bureaucratic 
machines are getting out of hand all over 
the world and judging by a synopsis I have 
seen of the report recently made by a Com- 
mittee presided over by ex-President Hoover, 
with its striking disclosures as to the magni- 
tude of the waste, overlap and lack of deci- 
sjon within the gigantic American organs of 
government, the writing should be on the 
wall. With a wholesome recession afoot 
after the postwar boomlet, the world simply 
¢annot afford to carry an overload of exact- 
ing officials. 

The name of United Serdang has always 
stood high in the Plantation Rubber world, 
and, given a fair field, all those who are 
working for you will, I can assure you, 
spare no effort to uphold and enhance the 
company’s repute. ‘ 

The report was adopted. 


1067 
JOHNSON AND PHILLIPS 
IMPORTANT NEW DEVELOPMENT 


The forty-fourth annual general meeting 
of Johnson & Phillips Limited, was held on 
May 26th in London. 

_ Mr G. Leslie Wates, J.P. (chairman and 
joint managing director) referred to the sale 
of their electricity supply undertakings and 
said that the agreed compensation showed 
a book profit of £280,301. Having received 
this book profit, the directors were faced 
with the question of what they should do 
with it. They considered it the right and 
proper thing to recognise the additional in- 
vestment of this profit by the shareholders 
by making a capital share distribution of one 
share for every four shares at present held. 

There was one development of their manu- 
facturing activities which had been brought 
to a successful conclusion during the past 
year. That concerned the process for 
sheathing cables with aluminium. So far 
as he was aware, they were the first com- 
pany in the world to produce electric cables 
sheathed with seamless aluminium tube in 
normal commercial Jengths. 

They had during the past twelve months 
been able to design and erect a full scale 
plant which was capable of producing seam- 
less aluminium sheathed cables on a tech- 
nically and commercially sound basis. In 
fact, at present they were able to sell cables 
sheathed with aluminium at Jower prices 
than standard lead sheathed cables. 

Commercial production began towards the 
end of last year and the new cable had 
aroused considerable interest among en- 
gineers all over the world, many favourable 
reports had been received, and he predicted 
a big future for this unique product. 

Throughout the entire organisation their 
production had increased during the year 
and they had maintained their quality. 

The report was adopted and the capital 
share distribution was approved. 


UNITED MOLASSES COMPANY, 


LIMITED 
RECORD PROFITS 


The twenty-third annual general meeting 
of the United Molasses Company, Limited, 
will be held in London on June 14th. 

The following is an cxtract from the state- 
ment by the chairman, Sir F. Michael K. 
Kielberg, K.B.E. 

The accounts for the year ended December 
31, 1948, show a substantial increase in the 
consolidated profits and will, I am sure, prove 
gratifying to all stockholders. The profits 
are the highest in the history of the company. 

After a description of the three new vessels 
of which the company had taken delivery 
during the year, the chairman continues: 
Total payments made during 1948 on account 
of new tonnage and an old tanker purchased 
amounted to £1,409,088. Instalments likely 
to fall due for payment this year will pro- 
bably prove to be in excess of two million 
pounds. Costs continue to rise and in- 
dications are that the total cost of the eleven 
tankers for which orders were placed in 
1945-47 will exceed original estimates by 
more than one and a quarter million pounds. 

The company and its subsidiaries had 
many difficulties to overcome in 1948, but 
the trading results taken as a whole were 
satisfactory. Our overseas subsidiaries had 
a specially satisfactory year and their earnings 
were substantially higher than in the year 
before. 

The urgent need of the British shipowner 
for relief from today’s crushing taxation, at 
least on profits retained in the business for 
replacement purposes, remains, and it is my 
hope that the Committee of Inquiry, which 
the Chancellor has intimated he will set up, 
will appreciate the necessity of placing 
British shipowners on a more equal plane 
with their foreign competitors. The earn- 
ings for the current year should prove 
reasonably satisfactory. 
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1068 
POWER SECURITIES 
CORPORATION, LIMITED 
RECORD WORKS IN HAND 


The twenty-sixth annual general meeting 
of Power Securities Corporation, Limited, 
was held on May 3lst in London. 

Mr William Shearer (chairman and 
managing director), in the course of his 
speech, said: During the past year, and 
particularly during the last few months, there 
has, I think, been a growing realisation that 
the nation will not regain its economic 
liberty, nor enjoy anything approaching the 
general pre war standard of living, without 
greater efficiency and increased production 
through hard work, and particularly without 
a drastic reduction in the scale of expenditure 
by government departments. The present 
penal rate of taxation, which is in large part 
a consequence of inflated government cx- 
penditure, and the large number of un- 
necessary controls still in force, are destroy- 
ing incentive and initiative, and seriously 
retarding a return to national solvency and 
prosperity. 


NATIONALISATION 


The nationalisation of the gas industry on 
May Ist last completed the assembling into 
one vast State monopoly of the coal, electri- 
city and gas resources of this country. Appar- 
ently still wider schemes of nationalisation 
are being advocated, but it is sincerely to be 
hoped that wiser counsels will prevail, and 
that no further experiments in nationalisation 
will be carried out. 

In any event, there should be a period of 
years during which the industries already 
nationalised may be studied in the light of 
practical experience and results, and the 
obvious defects of the new bureaucratic 
structures, and of their organisations and 
methods, brought under close review. I can- 
not believe that such a course would be other 
than of great advantage to the country. 

During the year our organisation has been 
very fully employed, the estimated capital cost 
of works in hand being in excess of 
£30 million, which constitutes a new high 
level. On the electrical engineering side, we 
are carrying out a large number of contracts 
in this country and overseas, including the 
censtruction of nearly 1,000 miles of high 
tension transmission lines in the United 
Kingdom. Our civil engineering side is also 
very fully engaged on important contracts at 
home and abroad. 


OVERSEAS ACTIVITIES 


Turning to our interests overseas, Balfour, 
Beatty and Company, Limited, carried out 
considerable works of varied character during 
the past year in Kenya and Tanganyika for 
the East African Power and Lighting Co., 
Ltd. In Malaya we continued to supervise 
the overhaul and renewal of major plant 
items for the Perak River Hydro-Electric 
Power Co., and to advise on the rehabilita- 
tion and extension programmes of that com- 

any. In Iraq, work has proceeded on the 
abbaniyah Flood Relief Scheme, which we 
are carrying out for the Government of Iraq. 

You will not be surprised to learn that in 
Jerusalem prevailing conditions have delayed 
the completion of the bulk supply arrange- 
ments to which I referred last year. Never- 
theless, the power station of the Jerusalem 
Electric and Public Service Corporation 
remained in operation during the year on 
reduced load and output, and we are con- 
tinuing to give technical advice and assist- 
ance to the corporation. When more normal 
conditions are restored a large increase in the 
demand for electricity can be expected, and 
to meet this, very considerable re-habilita- 
tion and extension of the Jerusalem com- 
pany’s undertaking will be necessary. 

You will see that the consolidated net profit 
for the year is £128,677, an increase of 
£31,164 on the comparable figure for 1947. 
The report was adopted. 


BRITISH ENKA LIMITED 


HIGHER PROFITS 


The twenty-fourth annual general meeting 
of British Enka Limited was held, on May 
23rd, in London, Mr A. D. Carmichael 
(chairman of the company) presiding. 

The following is ar. extract from the state- 
ment by the chairman: 


The working profit for the yea: 1948 
amounted to £361,803, to which is added 
£2,698 interest carned less interest paid, and 
£498 profit on the sale of National War 
Bonds. The net profit for the year ts 
£118,768. From this net profit the directors 
have allocated £15,000 to the staff pension 
scheme to provide for pensions in respect of 
past service. 

The board recommends that a dividend of 
75 per cent. be paid on the stock other than 
that arising from the issue of 2,500,000 shares 
in January, 1949. This dividend, less income 
tax, amounts to £51,562. The balance of 
profit for the year, £52,206, together with 
the balance brought forward from the 
previous year, £38,527, leaves £90,733 to be 
carried forward to the new year. 

The profits are higher than for the 
previous year in spite of the fact that 
practically no fimancial oenefit accrued from 
the recent large expenditure of capital, 
because production from the new machinery 
only began in a small way towards the end 
of the year. 


STRONG DEMAND FOR PRODUCTS 


There was a strong demand for our pro- 
ducts throughout the year and we were 
able to increase our exports. It is estimated 
that the rayon industry exported about 50 
per cent. of its products in 1948 in the form 
of yarn or fabric. As the amount of imported 
raw material used in making rayon is small, 
the rayon industry contributes most helpfully 
to the export drive. 


The company has created a reserve for 
taxation equalisation to which has been 
placed the equivalent of the tax on the 
difference between the depreciation provided 
in the current year’s accounts and the 
amount allowed for taxation purposes, 
namely, initial allowances plus wear and 
tear, This reserve can be added to in 
respect of initial allowances in future years, 
and can be drawn upon when, because of 
initial allowances already received, the wear 
and tear allowance is less than the deprecia- 
tion charged in the company’s accounts. 


Cash in hand at the bank has fallen, due 
to the considerable expenditure on capital 
account. Our stocks and stores have increased 
to provide for the large expansion of produc- 
tion which is now taking place. 


Considerable work has been undertaken 
throughout the year on our expansion 
scheme, but the rate of progress has been 
disappointingly slow and it was not until 
late autumn that the first spinning machines 
were brought into production. 


Although this report deals with the 
accounts for the year ended December 31, 
1948, it will interest stockholders to know 
that early in April, 1949, 40 per cent. of the 
new machinery was _ producing. The 
remainder is in course of erection and should 
be brought into use during the summer. 
The present scheme for the power house 
should also be completed during the summer. 


As to the future, I would say that our 
increased production should enable us to 
improve our competitive position and, as 
long established producers of a high quality 
yarn, we can face changing market condi- 
tions with confidence. 


The report was adopted. 
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WILLIAM BEARDMORE 
AND COMPANY 


DEMAND WELL MAINTAINED 


The Anftual General Meetin of Willi 
Beardmore and Company, Limned ne 
held in Glasgow on June 23rd P 


. 


The following is an extract 
statement by the chairman, a 
Lithgow, Bt, G.BE, CB, MC. LLD 
circulated with the report and accounts foe 
the year ended December 31, 1948: r 


“ During the year our works, other than ; 


those sections which are suitable only for the 


production of armour and medium calibre 


guns, have been well occupied. The demand 
for our main preducts, steel forgings and 
castings, has been well maintained, and our 
output has made its contribution tg the 
record output achieved by the steel industry 
during 1948. Certain modifications in our 
steel melting department have contributed 
to am improvement in the quality of gu; 
products and to our costs of production 
Our heavy armour machine shops have been 
engaged to some extent on heavy engineer- 
ing production which has provided usefyl 
additional work for our melting shops 
foundry and forges. Our steel foundry, 
where our reconditioning and deferred 
repairs are now complete, is operating satis- 
factorily, and we are able to produce castings 
up to a finished weight of 120 tons. 


“We have successfully undertaken the 
production of work rolls and sleeved back- 
rolls for the new wide strip mills which 
have been, and are being, installed in this 
country. The demand for these forgings, 
all of which are of high-class alloy steel, 
should contribute to the profitable employ- 
ment of important sections of our works in 
the future. The re-equipment of our heavy 
machine shops, though not yet quite com- 
plete, has enabled us to deal with the large 
solid forged steel boiler drums required for 
the steam installations in the new power 
stations, and also the large alternator rotors 
required for the electric installations in these 
Stations ; the potential demand for these 
items is heavy, and orders in hand are 
sufficient to occupy our manufacturing 
capacity for such work for about two years 
ahead. 

“We are proud of our technical ability 
and efficiency: long-term pians for improve- 
ment depend upon persistent research ; this 
we are pursuing with energy. Our special- 
ised accumulated knowledge acquired by 
years of research on the special steels which 
we produce for various purposes, is of benefit 
to the engineering industry generally.” 


NATIONALISATION 


After explaining the items in the accounts, 
Sir James Lithgow deals with the proposed 
nationalisation of the steel imdustry, and im 
the course of his comments states: “The 
Iron and Steel Bill, aiming at the nationalisa- 


tion of the steel industry of the country— — 
affecting the economic structure of the whole © 
industrial life of the nation—has been passed | 
through all its stages in the House of Com- 9 
mons by our present Government withou! | 
any proper consideration of the momentous | 
problems and grave issues to which it must | 


give rise. This Bill is now submitted 10 


the House of Lords, whose judgment on this | 


ill-conceived and _ ill-considered piece 


legislation will be awaited with imtens | 


interest by every section of the mae, 
No sound reasons for the nationalisation, 
the steel industry have yet been given 


After referring in detail to the mene 
record of the indusiry, Sir james ®” 
“Where is the justification for the — 
Government attempting to force on 
nation a Bill which, if it becomes law es 
effective, must disrupt and disorganise the 
of the most efficient industries 
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industrialists of this or any other country 
have ever created? Sir James then refers 
o the disastrous effects of nationalisation on 
wal, railways, electricity and gas, and con- 
unues : — 


EFFECT OF NATIONALISATION 


“If the stee] industry—the most compli- 
qied of all the industries of the country—-is 
gationalised, is there any likelihood to sup- 

or is there any reason to hope, it will 
got follow the same sorry pattern? I believe 
that, if nationalisauon is imposed on the 
industry, imevilably efficiency will be 
versely affected, lower outputs will follow 
qhough for a ume these may be disguised 
by the coming into operation of the new 
plants now under construction), higher 
ices must ensue, labour relations will 
gteriorate and the profits of a prosperous 
industry will be dissipated, 

“Higher prices for steel will mean in- 
ceased costs to the steel-using industries of 
the country (engineering, shipbuilding, 
ythicles, etc.) and jeopardise the largest part 
of the export trade of the country. The 
potential effect on employment is immeasur- 
ible. Much discussion has centred on the 
causes in the Bill dealing with compensa- 
tion to shareholders. It is natural that this 
could be so. as in the majority of cases 
the prices proposed to be paid to share- 
holders are little short of legalised robbery. 
But in my opinion this aspect of the case 1s 
d secondary importance. Sincere in our 
bedief that nationalisation of the steel indus- 
wy would be a disaster for the nation, we 
hould oppose it with all our energies; we 
sould not allow our principles to be subject 
to price. 

“There is little I can say with regard to 
the future of the company, as according to 
te plans of the present Government, the 
whole of the assets of the company will be 
uken over by May 1, 1950, or within 18 
months thereafter. Within that time the 
tectorate will have the opportunity of show- 
mg whether they believe in the present 
mgime or in Britain as a country and a 
power built on the initiative, toil, vision and 
wurage of free men with the spirit of 
xhievement as their spur, the hope of success 
s their incentive—a spirit and a hope which 
way are so discouraged as to jeopardise 
their survival.” 


¥. WISEMAN AND COMPANY, 
LIMITED 


CONSIDERABLE PROGRESS 


MR, FRANK WISEMAN’S 
STATEMENT 


The thirty-second ordinary general meet- 
tof M. Wiseman and Company, Limited, 
ophthalmic optical manufacturers), was held 
@ May 31st in London. Mr Frank Wiseman, 
*puty chairman, presided. 

The following is an extract from his state- 

tat to the meeting : — 

This is the first occasion on which Mr 
Wiseman, the chairman, has been 
to preside at the meeting. Early in 

xeember, 1948, he left this country for a 

‘st to Australia and New Zealand where 
been and still is actively engaged in 

‘ompany’s business, from which the com- 

My will undoubtedly greatly benefit. 
ing 1948 each fuctory made consider- 

* progress both in the quantity and quality 

M$ products. 

Consolidated profits, after charging taxa- 
© date and all expenses, including 

Ou te depreciation, amounted to £60,581. 

of this sum dividends absorbed £19,027, 
remainder was retained in the busi- 

Xs, £15,000 being transferred to general 

ae £20,000 to a new development re- 

é and £6554 added to prefit and loss 

Sunt credit balance. 


DEMAND EXCEEDS SUPPLY 


During the first six months of 1948 the 
demand for our spectacle frames, lenses and 
Cases was always in excess of supply not- 
withstanding the general abstention by the 
public from purchasing in view of the in- 
troduction of the National Health Service. 
Export business made considerable headway 
and this progress has continued satisfactorily 
in 1949. The Board of Trade was thanked 
for its continual assistance in furthering our 
export position. Exports of spectacle lenses 
were, however, restricted as agreed with the 


Ministry of Health in view of the abnormal 
home demand. 


The company is embarking on further 
factory expansion in Scotland for the pro- 
duction of spectacle lenses. This plant will 
be additional to existing production at 
Alperton and is set in a development area 
at the Vale of Leven under the auspices of 
the Scottish Board of Trade. 


ABSENCE OF FLEXIBILITY 


Under the new Health Scheme specified 
frames are scheduled. This absence of 
flexibility is disadvantageous to British 
manufacturers since export markets demand 
seasonal changes in styles and patterns. The 
duplicate tooling causes considerable extra 
expense. 

Foreign goods can be supplied under the 
British National Health Service. The view 
was expressed that British goods should alone 
be utilised under this scheme. 

The company is making every effort to 
prepare at all its factories to meet com- 
petition in both home and export markets, 

Thanks were expressed to all employees 
for their efforts during the past year. 

The report was unanimously adopted and 
the final dividend of 10 per cent. was 
approved. Messrs. Mex Wiseman and John 
M. Wiseman were re-elected as directors, 
and the proceedings terminated with a vote 
of thanks to the chairman. 


B. MORRIS AND SONS, 
LIMITED 


INCREASED SALES 


The annual general niceting of B. Morris 
and Sons, Limited, was held on June 1 in 
London. 

Mr A. J. May (chairman and managing 
director) said that during the year the cost of 
labour and raw material had increased con- 
siderably and another heavy burden had been 
the extra cost of Health Insurance. At 
present it was not possible to pass on those 
extra costs to the consumer and, although 
they had managed to increase the sales of 
their various brands, which had offset to 4 
certain extent those extra costs, they had 
tended to reduce profit. The cigar side of 
the business had been affected by the large 
import of Empire cigars, but they were re- 
gaining their trade in that direction. 

The profit for the year was £18,822 and 
they were proposing to maintain the divi- 
dend of the ordinary shares as last year at 
}0 per cent. and increase the carry forward 
to £4,843. Bearing in mind that the 
tobacco industry operated on a small profit 
margin, the result of the year’s trading might 
well be considered satisfactory. Profits tax 
and income tax provided at £9,558 continued 
to absorb more than their fair share of the 
profits. Full provision, as far as it was 
possible to estimate, had been made for taxes 
due on the current accounts. 

Their thanks were due to the staff and 
employees for their efforts during the year. 

With regard to the future, the high cost 
of raw material and labour terded to reduce 
profits, but at present they had plenty of 
business and looked forward with confidence. 
So far this year they had done considerably 
more business than they did last year. 


The report was adopied. 
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SPHERE INVESTMENT TRUST 
LIMITED 
DIVIDEND LIMITATION 


The 4Sth ordinary general meeting of the 
Sphere Investment Trust Limited was held 
on May 27th, in London. 

Mr Donovan M. Touche, chairman and 
managing director, after dealing with the 
accounts and stating that they recommended 
an increase in the dividend from 7 per cent. 
to 8 per cent., said: 

The question of dividend limitation is in 
fact ceasing to be a live issue from any prac- 
tical point of view, as there are likely to be 
far more defaults and dividend reductions 
than increases in the coming year. The sole 
motive for its maintenance would appear to 
be deference to the prejudices of the T.U.C., 
and in this connection some very interesting 
figures were published in The Economist 
of April 16th relating to the national income 
before and since the war. These showed 
that allowing for the increases in prices more 
than the whole of the increase in the national 
income between 1938 and 1948 had been 
swallowed up by wages and social services. 

The Economist went on to ask what the 
Trade Unions had done for the country to 
deserve so large a reward and whether the 
nation had received value for its money. It 
likewise questioned the justification for the 
actual reduction in the standards of living 
of the salaried workers, professional classes 
and investors, in order that the wage-earners 
should, directly or indirectly, have more than 
the whole of the national increase. The truth 
is that the nation is enduring a measure of 
the dictatorship of the proletariat, and it has 
been said that the T.U.C. considers itself an 
independent republic within the British 
Commonwealth. Meantime the middle class, 
the backbone of the nation and still shoulder- 
ing most of its responsibilities, is apparently 
appointed to extinction. 

he report was adopted. 





SIMMS MOTOR UNITS, 
LIMITED 
SATISFACTORY PROFIT 


The twenty-ninth ordinary general meet- 
Ing of Simms Motor Units Limited, was held 
on June Ist in London, Mr Tom Thorny- 
croft (the chairman) presiding. 

The chairman explained the reasons for 
deferring the half-yearly preference dividend 
in September last year and after dealing with 
the assets and liabilities revealed in the 
balance sheet went on the say:— The trad- 
ing profit for the year at £130,763 is not a 
record for your company but it is, I think 
you will agree, a satisfactory result. 

There has been increased effort by our 
employees and this is reflected in higher wage 
packets. It is only by this increased effort 
and a continual search for new and better 
methods that we can meet the competition 
that is becoming daily more apparent. 

I can tell you at this stage that the in- 
creased output referred to is being maintained 
to date in the current year, and unless there is 
some major crisis over which we can have no 
control] then I think we can look forward to 
another satisfactory result in 1949. 


DEMAND FOR PRODUCTS 


Our primary objective at all times is to 
design and produce equipment to the highest 
possible standard of quality which must of 
necessity contribute to the operating efficiency 
and reduce maintenance cost of the vehicle 
as a whole. I want to stress this question of 
quality which is synonymous with the name 
Simms and has resulted in the fitting, either 
exclusively or partly, of your company’s pro- 
ducts by every manufacturer of heavy freight 
and public service vehicles in this country 
with only two exceptions. 

We continue to spend as much as possible 
on development and research, an aspect that 
is becoming more and more important. 

The report was adopted. 
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Investment Statistics 


Company Notes 


William Beardmore.—Sir James Lithgow, 
chairman of William Beardmore, states in 
his annual review of company’s activities, 
“At the moment our order book is substan- 
tial, but there are signs, principally through 
the dearth of new ship construction, that our 
capacity for production will not be so 
stretched as it has been to meet the 
abnormally high postwar demand arising 
trom scarcities of supplies during the 
immediate postwar period.” 


Criterion Restaurant.—An offer to pur- 
chase the whole of the issued capital of 
Criterion Restaurant has been turned down 
by the board. 


Mann Crossman and  Paulin.—The 
interim dividend of Mann Crossman and 
Paulin in respect of the year to September 
30, 1949, has been cut from 10 per cent to 
74 per cent. A final of 10 per cent was paid 
in 1947-48. 


Olympia.—A scheme to extinguish all 
arrears on the preference dividend and 
reduce the rate from 7 per cent to 5 per cent 
is to be submitted for the approval of the 
shareholders of Olympia. Arrears on the 
preference amount of £604,919. Ordinary 
shareholders are to be asked to reduce the 
nominal value of their shares from 5s. to 
2s. 6d. 


Stewarts and Lloyds.—Ar the annua! 
meeting of Stewarts and Lioyds Mr A. G. 
Stewart, the chairman, in criticising the 
compensation sum of £34,474,380 to be 
awarded to the company under the Iron and 
Steel Bill stated that “ Of the assets to be 
taken over just under £19 million, made up 
of the excess of working capital and the 
worth of trade investments, is either in the 
form of cash or is readily convertible into 
cash. This leaves approximately £15.5 mil- 
lion for the whole of the buildings, plant, 
machinery and kindred items—an offer which 
does not even equal the total of our prewar 
expenditure at Corby and the £8,000,000 
spent since the war on development plans.” 


Tate and Lyle. —An interim dividend of 
3} per cent (same) has been declared by 
Tate and Lyle on account of the year to 
September 30, 1949. The directors state 
that if and when it is necessary to call the 
members of the company for consultation 
(presumably on the question of nationalisa- 
tion) the general question of the dividend 
policy will be considered. 


Uitramar.—The directors of Ultramar 
state that they have not found it practicable 
to proceed with the underwriting of a new 
issue of ordinary stock. Temporary banking 
facilities up to £133,000 have been arranged 
with a banking house and the future provi- 
sion of finance is under discussion with four 
mining houses associated with the under- 
taking. 


Associated Newspapers.—Net profit of 
Associated Newspapers decuned from 
£650,041 to £617,541 in the year to March 


31, 1949. The latest figure includes £157,019, 


(nil) special income not relating to the year. 
A dividend of 20 per cent (same) is recom- 
mended for the year. 


Butlins.—A final dividend of 10 per cent 
(S50 per cent) is to be paid for 1948. This 
payment follows an interim of 50 per cent, 
making a total of 60 per cent for the year 
compared with 100 per cent paid for 1947. 
The dividend is payable on an increased 
capital of £441,000 (£330,750) and derives 
from profits before taxation amounting to 
£498,424 against £567,311. 


Capital Issues 


Babcock and Wilcox.—Application to 
issue additional preference and ordinary share 
capital has been made to the Capital Issues 
Committee. 


Guest Keen and Nettlefolds.—The Capi- 
tal Issues Committee is being approached to 
approve an issue of additional preference and 
ordinary shares to provide approximately 
£4,500,000. 


Broken Hill Proprietary. The Australi 
Government has approved an issue to ori. 
nary shareholders of 4,628,300 ordinary shares 
at a premium of 10s. (Australian curr 
per share. Consent has also been given for 
Australian Iron and Steel to issue at par ty 
Broken Hill 2,298,993 4:1 (A) ordinary shares, 

Klinger Manufacturing.—Shareholders 
registered on May 3lst are to be offered 
94,104 5s. ordinary shares at 22s. 9d. per 
share in the proportion of one new share for 
every six ordinary shares held. 


H. J. Baldwin.—Preference shareholders 
are to be offered £50,000 in 6 per cent 
cumulative £1 preference shares at 25s, per 
share in the proportion of one new share 
for every existing share. Ordinary share. 
holders will be offered 200,000 new 25. 
ordinary shares in the proportion of one 
new share for every four shares held. 

Wright and Saddle.—By issuing a bonus 
of 487,500 2s. ordinary shares it is proposed 


to capitalize £48,750 of reserves. 





New Issue Prices 


T Issue Price, 
Issue | Price June |, 
(a) 19 “ 
Associated Dairies, 5/- ....... 8 14" 16-40 | - 
Do. 5% Cum. Pref. {1 ....] 22/3* | 23/3--23/3 
Australia, 3% °75-97 .......00- 100 | 1004-1004 
Bate (Wm.) (Holdings), 4/-..... 12,14* 11/3--11/9 
Do. 5° Cum. Pref. £1 ....| 21/3* | 21/3--21/9 
SE A acu he winnie rece We , <a 4/6--5/0 
Do. 54% Pref., {1 ... ..| 21 6* | 21/6--22/0 
Brit. Gas, 3%, 1990-95 ........| _100 100--100) 
Driway Holdings, 5§°. Pref., 10/-, 11/0*% | 10/44--10/10) 
Fl. Mus. Ind., 44% Pret........| 21/6 23 /0--23/6 
Hindley (Holdings), 5/- ........ { 13/6 | 12/0--12/6 
Do. 44%, Cum. Pref., 1...) 20/0 | 21/)--21/1) 
Hirst Brooke Southern, 4/- ....| 4/5)" | 4 [45 
Do. 5}°, Cum. Pref., 1 ...} 22/0° 2 21/ 
| A es A 19-74% = 21/6--22/0 
Dov 48% Pamh. <<ccoves cons 21,10)" 23/14--23/1) 
Malaya, 3”, (¢50 paid) ........ 100 24-1), dis. 
Patons & Baldwins, Ord, (£2 pd.) 85,0 32/0--3/0F 
Pest Gaines; Ges. oe. cass é &/14* | 7/11}--8/24 
Do. 8% Pref. 2. ..0scceden's 20 9% | + 20/6--21/9 
Pickles (Wo) wccissicccinervnes | 3/3 3/0-3/3 
ORR MI* canons sna enneas 1/4° 1/4-1/5} 
Geemie 10); OE ios otek oe ek cee 53/6* 51/0--53/0 
Stimpson Leathers, 5/- ........ { 13/3 l/s-ll/9 F 
i, BE, Pratic £3. «- cnas0ss 21,0 20/3--20/6 7 
(a) To Public. * Placing. 


eee CEC CLL LLL LLL LLL LLL LLL LLL LLL 


SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement, 


Notes on the following company 


reports appear in the Supplement: Siemens Brothers ; Associated Electrical Industries; Guest, Keen and Nettlefolds; Marks 


and Spencer; J. and P, Coats, 
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Year 154 | Price, | Price, | Yield, | Yield, | yter Vag Last Two Price, | Price | Vin 
7 . Name o! Securit | May 25,\June 1,! June 1, une 1, ; vidends Name o! Security May 25, , June], |) junel, 
(Jan.1 to June 1) a i 3949 1949” 1949 Jy949 jan. 1 to June 2 1949. 1949” «149 
High (n) High 

















- Gat & a a | 

100%§ | 1008 War Bonds 24% August 1, 1949-51 100% | 100% | 037 7 2 3 61 CS i ee Other Securities \ jf ad 
it 100% acer Bends 1}, Feb. 15, 1950) 100" 100} 1o°9 1,111 4 | 2064 | 1058 | @ | (Australia 33% 1965-69.....|) 105} | 10% | 219 0 
1024} | 101h- | War Bonds 24°, March 1, 1991-53. 101f. 1018. | 0 5 5! 110 11e] 203h | 101k | (@) | (d) Birmingham 2% 1955-57. .|| 103 | lo2xd | 210 OF 
1034 {| 101 War Bonds 24% March x 1952-54.) 102 101% 011 1:115 5e 6 j 54 | 80 | 50 ¢ Anglo-American ( Orp., 10/-.)i 5# j 6 '426 
104% | 1024 War Loan 3}% (after Dec. 1, 1952), 102}xd. 102% |1 5 0 216 1 9 T& || 25 6) 6a Anglo-Iranian Oil, {1....+.)) 8 Te | 5 8 
103 102 |War Bonds 2$% Aug. 18, 1954-56.| 102% | 102% |1 O11 2 4 22] 80/3) 73/9) $a) 10 > Assoc, Electrical, Ord. 1...) 77/6xd, 75/7 1¢ 9 
104% | 2024 Funding 29% ne 15 esas?” 102 xd! 102jxd 1 321 2 8 21 $2/6 | 74/- p15 c| 22h¢ Assoe. Port.Cem..Ord.Stk.f))) 79/6 | 74/6 {6 1 
1054 | 104% National Hee 3% July 18, 1954-58) } 105 {| 1,222,210 62] 33/103, 24/- | 40 ¢/ 40 c¢ Austin Motor,‘A’Ord.Stk.5/-!| 25/- 24/8 8 41 
1064 | 1044 War Loan 3% Oct. 15, 1985-59....| 1048 | 1049 [1 4 5 211 31] B81/-) 14/9) 7 a| 7! Barclays Bank, Ord. ‘B’ {1.; 77/- | 78/- | $¥4 
1044 | 103, | Savings Bonds 3% Aug. 15, 1955-65 103 | 103% {1 9 3{| 216 61 | 181/9 | 146/6 | t12pa) 112d | Bass Ratcliff, Ord. {1....../ 147/6 | 147/- | 8 8 
102 2028 Funding 2}% April 15, 1956-61..../ 102 {| 101#@/)1 4 6) 2 7 a a8 | + i : a; 126 Sunland Gohan £1...) oa 35/7 r ; 

| 0 | Pundi 3 i] 13. 1959-69... . | 3, 92.2 | 35/- a; 5 6} Courtau eeeeess o> 1 ey 
ise | hat runding 49 May 136090 1st i24 lo 39 9/213 9] 30/-| 25/6) 2c) Tha Distillers Ord. e222) 27/6 | 26/- 14 4 
1054) | 102 Savings Bonds 3% Sept. 1, 1960-70, 103, | 102% |110 6/217 71] 3/-| 31/9) 8c} 8 c) Dorman Long, Ord. fo 32/9 | 31/10) 5 0 
99% | 98: Savings Bonds 24°% May 1, 1964-67) go 98H 1/1 9. 2,212 OF} T7/- | 62/14; 15 ¢| 15 c) Dunlop Rubber, Ord. f1...|| 63/6xd 63/- ca 
116t | 1144 |'Victory Bonds 4°, "Sept. 1, 1920-76) 118% | 115 | 1 3 0/216 4%} 49/44 43/10)) 3a) 7 b Imp.Chem. Ind., Ord. Stk.{1)} 46/9 | oy it 
105% | 101% |Savings Bonds 3%, Aug. 15, 1965-75) 102 102§ | 111 3/218 SI 6%, | 5a | 13$a | 18}6 Imperial Tobacco, £1,.....|) * t hie 
110}. | 1094. \Consols 4% {atier Feb 1, 1957)...., W0f | 1094 | 019 8 215 Bf| 47/5) 56/14) 10 ¢| 10 c Lancs. Cotton, Ord, Stk. {i 37/6 | 36/8 |} 9, 
107} | 105% |\Conversion 34% (after Apr. 1, 1561), 106 | 105% 1 8 7/219 Of} 51/6; 43/10) 10 ¢| 10 c¢ Lever & Unilever, Ord. {1..|/ 47/6 | 45/8 5 
81 78} Treas. Stk. 246? (after Apr. 1, 1975) 7 78% 1115 0,3 310f] 61/6 | 52/6) 10 « | 15 ¢ London Brick, Ord. Stk. £1) 58/ s8/% | § til 
n 98) Treas. Stk. 3% (after Apr. §,1966). 99 987/113 613 1 1ff 53/6! 40/9/| 314m! Tha P’chin J’nson, Ord. Stk. 10/-)) 43/- | 41/- |8 Oy | 
102} | 2 | Redemp, Stk. 3% Oct. 4, 1986-96. .| 100} | 1008 (113 1/3 0 424 52/3) 44/- | 12a] 4 6 P. &O,, Def Stk. 41...... 51/- | 41/9 i 5 3 
61 79% \Consols 24% ........ PB i | 80% | 794xd 114 7/3 2 Of) Be) gy f77 aati ¢ Prudential, ‘A’ {1..... wese| 3S YH i tt 
103% | 101f Brit. Elec. 3% Gtd. April 1, 1968-73) 102% | 1028 . 110 11; 217 101} 57/9), 55/- |) Whc| Ihc | Stewarts & Lloyds, Def fi.) 56/3 | 55/18) $0 
} 101} Brit. Elec. 3° Gtd. Mar. 18, 1974-7 102} | 102 |J111 5/218 SI] 78/9! 62/6 || 42a) 45 b “Shell” Transpt.,Ord.Stk.(1) 65/- | 62/6 2 3 y 
102% | 100, Brit. Trans. 5% Gtd. July 1, 1978-88), 100fxd 100xd 112 9) 219 82] 6H | Sih |) 1246) 1240 Tube Invst., Ord. Stk 41../ Ohad 8 318 6 
103) | 101% | Brit. Trans. 3% Gtd. Ape Y d968- 73! 102% | 102% {111 1/218 12] §7/-| 74/6); Mgb) Sha Turner & Newall, Ord.Stk.{i)) 78/- | 75/84 E 40 
101 'Brit. Gas 3% Gtd. Mayl 1990-95... 100 100 | 3 1 85/9 | 79/3 | 15 6! 65 a | Woolworth (F W.). Ord, 5/-I| 83/3 i 82/6 j 


: <s optionally or finally r 
are worked out on the assumption that the 





at the latest date (marked ‘f). 
Y. m4. (f) Flat yield 








aoe eemable within the next five years 
y will be repaid at the earliest date. Redemption 
yields on other dated stocks assume that stocks paying over 3 per cent will be redeemed 
at the earliest date (these are marked ‘¢’), and those paying 3 per cent or less will pe repaid 
(nm) Net yields are calculated after allowing for tax at 
*Assumed average life 15 years 6 wonths. 
















ja) later (6) Fimai 


redemption date. 


i) To tates’ redemption date. 
1 kree of tax (s) Yield basis 12% 












(c) Whole year. (d) Int. paid balf-yearly. 
(m) 15 months 


(p) Plus tax free bonus 24%. 
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Statistical Summary 


EXCHEQUER RETURNS 


for the week ended May 28, 1949, total 
sjnary revenue was 464,082,000, against 
alinary expenditure of /£54,156,000 and 
sues to sinking funds nil, Thus, inchiding 
ooking fund alloc ations of ‘1 467,000 the 
arplus acc rued since Aprit ist is 64,274,000 
yanst {172,195,000 for the corresponding 


prod a year ayo 


gOINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receipts into the 
Exchequer 
(£ thousand) 


a aie April | April | 
aaa 1 Week | Week 
1949 -5¢ to | enced | ended 
May May | May | May 
29, , 23, 1° 2, 
1948 1948 | 1949 




















REVENUE 


ome Taw... . 1490000] 153,995 127,509 14,660 11,163 
Sw4@h 20. 105, 0¢ 14,750 7, 1,200 1,300 
gate, cte., Duties 176,000) 30,450 28, 3,300 4,000 
SUMS. oe es - 48,500) 9,785 1,085 1,000 
wits Tat... \ 949 poq 15,800 1,800 4,700 
lutte JS). eee 2,400 1,600 
ter Inland Rev. —_:1,00€ 60 5 ie 10 
secalContributn. 25, 00C 500 


taal Inland Rev. 2085500] 251,940 232,269 24,445 24,273 


WHOMS....+06 829,659 139,585) 129, 19,821 17,051 
ist .........-  663,6008 144,950 920] 24,150 24,320 


Exige .....-. 14932509 284,535 248,6859143,971 41,371 
Yotor Duties 54,000 3,512 . 206; ... 
seplus War Store 44,00 1,263 , 83 68 32 
soplus Receipt. 
fom Trading 18, 0¢ 826 ha aii 
PO.(Net Recespts aia 5,160 Dr 600 Dr2400 
Wrless Licences. 12,00€ 1,680 : 880 750 
nn Lands. . . . 1,00¢ 170 10 30 


Meeipts fromm 
swadry Loans 20,000 1,920 ; i wae 

ivell, Receipts 50,000) 11,812 ,77 4 26 
Wwal Ord. Rev. 777750) 560,818 5 68,013 64,082 
Su-BaLaNcinG 
ht Olfice....... 159,650) 24,000 24,400) 4,400 4,600 
wome Tax on 
LPT. Refund: >, FO 1,477 982 283 202 


_ aa 44 50808 586,295 561.453) 72,696 68,884 









Issues out of the Exchequer 
to meet payinents 
(4 thousand) 


April | April 
1 1 














| 
; | Esti- 
tapenditure | imate, 


i999 5 Week Week 


et ee ended ended 


May | May | May = May 
29, | 28, 29, 28, 
1948 1949 | 1948 1949 





ORDINARY 
EAPENDITURE 
% & Man. of 
Nat. Debt... 485,006 
ouents to N. 

ae WO. OOK 




























70,839, 69,8134 1,110) 2,729 


2,593; 3,4 1,064, 1,564 


SEVNES 12,00 


315 1,20 23 5 


2,197 4,298 
41,051 49,858 


73,147, 74,516 
313,459 395,815 


as o 527,00 
Swply Services . 
ltd Ord. Expa.. 5508368] 387,207 470,329 43,248 54,156 
Mig Funds... ... 1,414 1,46 mai 





Tal (excl, Seif 


a Expd,) 4 43,288. 54,156 


U-BALANCING 
‘ 4,400 4,600 





AS mereasing Exchequer balances by £67,063 to 

fe the other operations for the week increased 
8% National Debt by £544,678 to £25,174 millon, 

NET RECEIPTS (£ thousand) 

- (Scotland), 1944, sec. 4(5) & Housing 

Fuancial Prov isions) Scotland, 1946, sec. 13(2) 15 

hot NET ISSUES (£ thousand) 





RTS ES Sr re 600 
Mims Pen cen Stee er se 249 
sp etatte Guarantees ........ 000s ccecsces 3 
attri ey & ~ Syipeeee 3,400 
at Temporary Accom, Acts, 1944 and 1947 500 
‘owns a et I ay ckbn sob ubees 150 
rey Tal p j Py a iz “We is 
M198 sec. 11). nnn SPecial Noam) 150 
. : War Damage Commission ........ 5,000 
Acts, 1946 and 1947: Postwar Credits... 367 


CHANGES IN DEBT '{ thousand) 


ener Bills .... 4,842 1 3% Def. Bonds.... 589 
24°, Def. Bonds. .. 399 3", Ter. Annuities. 3,029 


Tax Reserve Certs. 2,1 Ww 
Other Debt:— 33 | Ways & Means Ad- 





|. a 16,120 
Internal ....... 8,692 ‘ 
External ...... 4,217 
20,283 19,738 


FLOATING DEBT 


(£ million) 


Ways and 



















Treasury Means Total 
aici a Bank ing 
Public of Debt 

Depts. Eng- 

land 














2210-0 | 2620-2 


2210-0 | 2267- 
2210-0 | 2284-6 


0 
6 
2210-0 2271-2 
5 
4 


Mar. 5 5928-3 
» 12]2210-0 2265- 5906-0 
» 19)2210-0, 2243- 5950-9 


4418-4 


2210-0 | 2221-4 
2210-0 | 2221-1 
2210-0 2236-2 
2210-0 2217-5 

















| 
2210-0 | 2251-2 
2210-0 | 2234-0 
2210-0 | 2244-2 
2210-90 | 2249-0 


TREASURY BILLS 


({ million) 






















Per 

Amount ———- Cent 

Tear [Tanne] Aloe | gS 
Oifered “PP allotted = A Min, 


oO 


Rate 










May 170-0 | 278-6 | 170-0 | 10 1-68 50 
Feb. 25 | 170-0 | 278-2] 170-0] 10 5-54 50 
Mar 4 | 170-0 | 330-9/| 170-0] 10 4-58 28 

» 11 | 170-0 | 302-8; 170-0} 10 5-42 43 

» 18] 170-0 | 271*3| 170-0] 10 5-85 54 

» 25} 170-0 | 307-7] 170-0] 10 4-96 32 
Apr. 1] 170-0 284-0] 170-0] 10 2-92 49 

» $8] 170-0 288-5] 170-0] 10 2-83 47 

» 14] 170-0, 298-4] 170-0] 10 2-60 42 

» «22 | 170-0 | 299-01 170-0] 10 2-84 45 

» 29 | 170-0 01-9 | 170-0} 10 5-44 43 
May 6] 170-0] 518 3| 170-0] 10 5-22 39 

» 13 | 170-0 | 302-0 | 170-0] 10 5-53 4 

», 20 4 170-0 | 300-6 | 170-0] 10 5+56 45 

wu aa 170-0 488-3.) «170-0 © 5°99 49 
ii ee I at cient iia ean 

On May 27th applications tor bills to be paid on Monday, 


Tuesday, Wednesday, Tbursday and Friday were accepted 
as to about 49 per cent of the amount applied for at 
£99 17s. 4d. and applications at higher prices were accepted 
in full, Applications tor bills to be paid on Saturday 
were accepted at £99 17s. 5d. and above in full. £170 
million (maximum) ot Treasury Bills are being offered 
tor June 3rd. For the week ended June 4th the banks 
will be asked for Treasury deposits to the amount of 
{65 million (maximum), £40 million at 6 months and 
(25 million at 7 months 


NATIONAL SAVINGS 


({ thousand) 











lon FE otal, 
; Week Ended Apr. 1 to 
May 22, May 21, }] May 21, 
1948 1949 1949 










Savings Certihcates :— 




































































Receipts.......cacesesees 1,750 2,450 | 18,050 
Repayments ......e+++4+ 2,150 2,450 37,700 
Net Savings .......e+e+- yw dH Nil 350 
— a Cee keene 760 750 5,580 
Repayments ....--+655++ 697 610 t 5.652 
Net Savings ....-.++-+45 63 Dr 6OWr 7 
P.O. and Trustee Savings --——— — |—_—— 
Banks :— rm 
Receipts. .... ets aaa 10,408 | 11,799 | 100, 
Repayments .....+++++++ 11,006 13,237 
Net Savings .......+--+- Dr 598 Drl1,438 
Total Net Savings........- Dy 935 \Drl,498 


387 | 490 
2,361 


Interest on certificates repaid 
Interest accrued on savings 
remaining invested ..... 2,291 













BANK OF ENGLAND 
RETURNS 


June 1, 1949 
ISSUE DEPARTMENT 


; £ £ 
Notes Issued:- Govt. Debt... 11,015,100 
InCirculation 1271,970,943 Other Govt. 





In Bankg. De- Securities ... 1288,296,833 
partment .. 28,276,890 | Other Secs... . 675,521 
Coin fother 
i than gold)... 12,546 
| Amt. of Fid.———————— 
| Issue ....... 1300,000,000 
| Gold Coin and 
Bullion (at 
172s. 3d. per 
oz. fine)..... 247,833 
1300,247,833 | 1300,247,833 


BANKING DEPARTMENT 


£ £ 
Ceptaes oc ists 14,553,000 Govt. Secs.... 358,463,941 
He 3,448,247 Other Secs.:- 47,627,507 
Public Deps.:- 43,630,262 | Discounts and 
Public Accts.* 13,776,488 Advances... 24,473,245 





H.M. Treas. Securitties.... 23,154,262 
Special Acct. 29,853,774 
Other Deps.:- 376,791,986 | 
Bankers..... 287,583,388 | Notes........ 28,276,890 
Other Accts... 89,208,598 | Coin......... 4,055,157 
438,423,495 | 438,423,495 


* Including Exchequer, Savings Banks, Commissioner 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ mullion) 











1949 


May | May | June 
18 25 











Notes in circulation 





— *6,1267-9,1272-0 

Notes in banking depart- 
MONE. 6 obctovec awd: & 26-7; 32-3; 28-3 

Government debt and 
SUE Kodecontens 1299-3 1299-3 1299-3 
Other securities......... 0-7 0-7 0-7 
SOON doo vane es bh noe 0-2} 0-2) 0-2 
Valued at s. per fine 02... 172/3| 172/3) 172/3 


Banking Dept. :— 


Deposits :-— 
Public Accounts ........ 12-1) 12-0; 13-8 
Treasury Special Account 14-6, 23-3; 29-9 
CIID 292-5 299-9 287-6 
it ckeu ping seen eh 88-3 90-4 89-2 
Powe teh ssncee co eeeet 407-5 425-6 420-5 
Securities :-— 
Government..... oornnes 349-8 357-6 358-5 
Discounts, etC.....0.0.0 20-6: 25-9) 24-5 
MEY <aisniacwankhdecic 24-4 23-8 23-2 
ks Famnnnngeede uate 394-8 407-3 406-2 
Banking dept. res.........- 30-7; 3-3; 32-3 
o ° o; 
0 /o se 
OPO. 6 cin vawcetes 7°5 8-5 7:6 





Government debt ts 411,015, , capital 414,553,000. 
Fiduciary issue reduced from {1,350 million to £1,300 
million on March 4, 1948. 


, 


“Tue Economist” INDEX OF WHOLESALE 


PRICES 
(1927 = 100) 
June 1, | May 17, | May 31, 
1948 1949 1949 





Cereals and meat ...... 20-6 40-7 | : 

Other 16008 cic esecis ks ; 138-8 | 147-3 | 147-3 
ES cc ncvedeu ers 190-1 | 182-2 | 181-5 
Manse. . Secadues cave 245-6 | 256-2 | 256-2 
Miscellaneous .......++ | 356-8 | 145-0 | 148-2 
Torar INDEX ........+. | 163-8 169-4 | 168-7 





WIS x MO 56302355 Se 295-4 233-0 | 299-1 


GOLD AND SILVER 


The Bank of England's Official buying price for gold 
remained at 172s. 3d, per fine ounce throughout the week. 
Spot cash prices were as follows :— 





SILVER GoLp 
1949 PE ee 
London |New York Bombay Bombay 
r ounce|jper ounce|per 100 tolas| per tola 


s 
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The CANADIAN BANK 
of COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability) 


is at your service to supply 
first-hand information on Canada— trade 
and industrial opportunities— market 
data—and_ records 7 


on current conditions. 
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LONDON, England : 
2 LOMBARD ST., E.C.3 


Head Office : 
TORONTO, CANADA 


REFUGE ASSURANCE COMPANY, LTD. 
Chiet Office: OXFORD STREET, MANCHESTER, 1 


ANNUAL INCOME EXCEEDS £18,000,000 

ASSETS EXCEED £107,000,000 

CLAIMS PAID EXCEED £198,000,000 
(1948 Accounts) 





THE UNIVERSITY OF MANCHESTER 


Applications are invited for the post of READER, SENIOR 
LECTURER or LECTURER IN HISTORY OF ECONOMIC THOUGHT. 
Salary scales; Reader, £950 to £1,100 per annum ; Senior Lecturer, £800 
to £950 pér annum; Lecturer, £500 to £800 per annum. Status and 
initial salary according to qualifications and experience. Membership 
of the F.S.S,U. and the Children’s Allowance Scheme.—Applications 
should be sent not later than July 2, 1949, to the Registrar, the 
University, Manchester, 13, from whom further particulars may be 
obtained, — 
UNIVERSITY OF MELBOURNE 

Applications are invited for the position of Professor of Economic 
History. Salary £1,500 Australian per annum plus £1U8 per annum cost 
of living allowance, subject to Superannuation contribution. 

Further particulars and information as to the method of application 
may be obtained from the Secretary, Association of Universities of the 
British Commonwealth, 5, Gordon Square, London, W.C.1, The closing 
date for the receipt of applications is June 30, 1949. 

UNIVERSITY OF BIRMINGHAM 
DEPARTMENT OF HISTORY 

Applications are invited for the post of Lecturer (Grade IIc—f£550- 
£600) or Assistant Lecturer (Grade III—£400-£500) in the Department 
of History. 

Salary and grade according to qualifications and experience. 

Duties to commence October 1, 1949. 

Candidates should have special qualifications in Colonial History. 


Further particulars may be obtained from the undersigned, to whom 
applications should be submitted within a fortnight of the appearance 


of this advertisement. 
Cc. G. BURTON, Secretary. 


- = 


The University, Birmingham, 3. a 

TEXHE Civil Service Commissioners invite applications for permanent 

appointments as Assistant Experimental Officer to be filled by com- 
petitive interview during 1949. nterviews will be held shortly after 
the receipt of the completed application form and successful candidates 
may expect early appointments. 

The posts are in various Government Departments and cover a wide 
variety of scientific (including engineering) qualifications, Places of 
work are spread throughout Great Britain. 

Candidates must be at least 174 years and under 26 years of age on 
August 1, 1949; time spent on a regular engagement in H.M. Forces 
may be deducted from actual age. Candidates must have obtained the 
Higher School Certificate with mathematics or a science subject as a 
principal subject, or an equivalent qualification. Higher qualifications 
will be regarded as an advantage to candidates over the age of 20, 

The inclusive London salary scale (men) is £230-£490, Rates for 
women are somewhat lower. Superannuation provision is made under 
the Superannuation Acts. 

Further particulars and forms of application from the Secretary, Civil 
Service Commission, Scientific Branch, 27, Grosvenor Square, London, 
W.1, quoting No. 2522. Completed application forms should be returned 
as soon as possible, 


yoMmos EXECUTIVE, trained economist, offers wide knowledge of 
e/ industry, administrative and secretarial experience, as labour 
relations adviser or similar post, Present salary £900.—Box 94. 


Printed in Great Britain by St. GLementTs Press, Lro., Portugal St., Kingsway, London, W.C.2. Published weekly by THe Economist News?a 
U 


at 22 Ryder Street, St. James’s, London, $.W.1. . Representative 
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THE HONGKONG AND SHA 
BANKING CORPORATION 


CUneorporated in th Colony of Hongkong) 


CAPITAL ISSUED AND FULLY PAID UP. . . 





RESERVE FUNDS STERLING- - ~. .~ . 2 2} $20,00fe0 
RESERVE LIABILITY OF MEMBERS - - ° ‘ : oe = 
Head Office: HONGKONG 009000 
Chie: Manager’ Toe Hoxovrapts A. Monsen, OBB, ; 
London Office : 9, Gracechurch Street, E.C.3 
London Manager 3 A, Ona, A UUacar Waace 1 
BRANCHES ’ : E 
BURMA CHINA (Con. PN DO-CHINA MALAYA (on, NORTH = 
Rangoon Shanvhai Haiphoug Jobore Bahru 1 ORN Ke . : 
CEYLON Swatow Saigon ‘ Kusla Kendakan F 
Colomb Tien'sin JAPAN )gampw tawau S & 
CHINA Tsingtao Kobe Malacca PHit IPPINE ¥ 
Amoy EUROPE Kure Muar Hoita SES = 
Canton Hamburg Tokyo Penang Marita 5 
*Chelo Lyons Yokohama Stugapore SIAM 
Chankin HONGKONG JAVA Sungei Patani Bangkok 
*Dairen Hongkons Batavia Teluk Anson UNITED 
Foochow Kowloon Sourabaya DOKI KINGDOM 
Hankow Mongkok MALAYA BORNEO London 
*Harbin (Kow loom Cameron Brunel Town USA 
Moukden INDIA Hichtande Jesselton New York 
Nanking Bonay Ipoh Kuala Belait San Franciec 
Peiping Caleatta Branches not yet re-opened, — 
: BANKING BUSINESS _ EVERY KIND TRANSACTED 
comprehensive service * Trustees and Excewtors ie siso take bar Pr 
ecole te undertaken | Bank's Trustee 
HONGKONG LONDON SINGAPORE 


RUE Tee ee 


Head Office: Branches throughout 


EDINBURGH SCOTLAND 
esto 1825 
LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 





Ce ot eed 


18/20, Regent Street, Piccadilly Circus, S.W.1, _ 


Every description of Banking Service undertaken 


i 
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THE UNIVERSITY OF LEEDS 

: ; DEPARTMENT OF GEOGRAPHY 
The Council will make an appointment to a post in Geography (wi 
effect on October 1, 1949, or as ear!y as possible after that dat@ 
either on the Lecturer grade £550-£25-£900 or on the Assistant Lectu 
grade £400-£500; the initial salary in either grade will be fixed accor 
ing to qualifications and experience. Applications should reach ti! 
Registrar, University, Leeds 2 (from wiiom further particulars m 
be obtained) not later than June 25, 1949 


puaig? 
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PPOINTMENT as export executive required by young honouff 
“ graduate now similarly employed by major British industri 
group; alternatively would consider appointment as resident overse 
representative. Considerable and varied experience of sales developme 
; acquired in Latin-America, Europe, U.S.A. and Africa, plus thoroug 
; training in export departmental procedure and  administratio 
| Specialised in organisation and supervision of effici selling arrang@i 
; ments in foreign markets, including planning distribution aig 
| selection of agents. Accustomed to acting on initiative @ 
responsibility and able to negotiate at high levels t Spanish a 
French, adequate Portuguese and Italian. Excellent war record 
senior commissioned rank.—Box 129 


eee CCL CLL TN 


| USSIAN language elementary or scientific, succes tcacher, sour 
knowledge econ. structure, offer lessons, transl., journalism.—Box ! 


ore for sale Oct., 1941, to July, 1942; 1941, 19:5 complet 
4 —Offers Box 127. 


| E 
| fP\HE changing West African scene—political, commercial, economic a 
social—is accurately reflected week by week in ‘‘ WEST AFRICAS 
Annual subscription 25s.—Write for free specimen copy to the Pu 
lisher, ‘* West Africa.’’ 80, Fleet Street, E.C.4. 
THE CUNARD STEAM-SHIP COMPANY, LIMITED 
FIVE PER CENT CUMULATIVE PREFERENCE STOCK a 
SIX PER CENT SECOND CUMULATIVE PREFERENCE STOC 
NOTICE IS HEREBY GIVEN that the Transfer Registers in resp 
| of the above Stocks will be closed from June 8 to 14, 1949, both da 
inclusive, for the purpose of preparing Warrants in respect of Dividen : 
fur the half-year ending June 30, 1949, to be paid on July 1, 194% & 
By Order of the Board, es 
H. EAVES, Joint Secretary. 
| _ Offices: Cunard Building, Liverpool. June 2. 1949. * 
| 
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MURRAY-WATSON — 
LIMITED 4 
Advertising & Marketing 


Home and Overseas 


15 SOUTH MOLTON STRERT, LONDON, W.1. GROSVENOR $544 
DUDLEY, WORCESTERSHIRE; DUDLEY 3162 


i 
pen, 110, 
RS. Farley, 121, Broadway, New York, 6.—Saturday, June 4, 194% 
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